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The Committee resumed their investigation this morning, under the 
presidency of the Chancellor of the Exchequer. The other members pre- 
sent were Mr. Anderson, Mr. Backhouse, Mr. Balfour, Mr. Campbell- 
Bannerman, Mr. 8. Cave, Mr. Beckett Dennison, Mr. Orr-Ewing, Mr. 
Goschen, Hon. E. F. Leveson-Gower, Mr. Hubbard, Mr. Kavanagh, Mr. 
Sampson. Lloyd, Sir John Lubbock, Sir Graham Montgomery, Mr. Mul- 
holland, Mr. Mundella, Mr. Norwood, Mr. W. Shaw, Mr. Torr, and Mr. 
Hussey Vivian. 

Mr. Patarave, of Gurney’s Bank, Yarmouth, was recalled. 

The CuarrMan: I think you wish to make one or two corrections in 
your evidence ?—I made a general statement as to the comparative posi- 
tion of English and Scotch banking. I think that an instance of the 
working of a particular bank will be of more use to the Committee. I find, 
for example, that the rate of net profit of the London and County Bank, 
this year, on its working resources, was £1. 4s. 1d. per cent., whilst that of 
the Bank of Scotland, estimated in the same way, was £1. 7s. 1d. per cent. 
I think this shows that where banking businesses are conducted under 
nearly similar circumstances, the profits are nearly similar. This state- 
ment will convey to the Committee my view of the case. 

The Cuatrman: The Committee desire to thank you for the very 
valuable information you have given them.—It has been a great pleasure 
to me to have been of any service to them in their investigations. With 
regard to the immediate cause of the enquiry before the Committee, my 
desire has been (however, in practice, I may have come short of it) to en- 
deavour to give my evidence in such a manner as not to exasperate the 
existing contention, but rather to seek to compose it. 
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Mr. JOHN DUN was then examined by Sir John Lubbock. 
Are you general manager of Parr’s Banking Company, Warrington ?— 
I 


am. 

Is that a bank of issue ?—It is not a bank of issue. 

Have you any branches /—We have eleven daily branches and six sub- 
branches, which are open on one, two, or three days in the week, as the case 
may be. 

Do you approve generally of the policy of Mr. Goschen’s bill?—I do, 
most certainly. ' 

Do you consider that either the English banks ought to be placed upon 
the same footing as the Scotch banks, or that the special privileges of the 
Scotch banks ought to be withdrawn ; or, if neither of these lines can be 
taken, that then the Scotch banks ought to confine themselves within their 
own area. Is that the general view which you take ?—Most distinctly. 

On what do you mainly ground your objections to the Scotch banks 
coming to England ?—In a great measure, upon what I may venture to 
style the historical argument. I think the dealings of the legislature 
with banking in England and banking in Scotland proceeded upon such 
widely divergent principles, and have in fact produced such widely diver- 
gent results, that it seems to be unjust to the English bankers to allow 
the two systems to come into competition without an assimilation of the 
principles upon which they are dealt with by the law. 

Will you explain that a little more fully to the Committee ?—In Scot- 
land, from 1716 to 1844, banking, including the power of issue of £1 notes, 
was entirely unfettered by law. This freedom fostered the growth of 
a few large joint-stock banks, and upon those—nineteen in number at the 
time—the legislation of 1845 conferred a monopoly of issue, which has 
practically resulted in a monopoly of banking in Scotland. No monopoly 
of banking exists in any other division of the United Kingdom. ‘The Act 
of 1845, whilst restricting the credit issues of the Scotch banks, did not 
interfere with their £1 notes, and gave them the most valuable privilege 
of unlimited issue against coin. Since 1845 the Scotch monopoly has be- 
come closer by the reduction of the number of banks to eleven. In Eng- 
land, on the other hand, banking interests have been dealt with in an 
entirely different spirit. Up to 1826, so strongly was the unfortunate 
monopoly of the Bank of England upheld, that no strong and healthy 
development of banking was possible. No joint-stock bank could be es- 
tablished ; none but private banks of not more than six partaers were 
permitted. This kept the banking of England essentially local and weak, 
whilst the banking of Scotland, under its system of freedom, was becoming 
national and strong. In 1826 joint-stock banks, with the power of issue, 
were for the first time legalised in England, but only under certain restric- 
tions, which, however, were somewhat relaxed in 1833. At the same time, 
however, in 1826, notes under £5 were abolished in England. In 1844 
Sir R. Peel’s Act forbade the establishment of any new bank of issue in 
England, though it preserved the privilege of issue to those who already 
had it, but absolutely limited the amount in each case to the average 
sum in circulation during the previous twelve weeks. Their privileges 
are insignificant in comparison with the unlimited power of issue of the 
Scotch banks, including the £1 note. 

Do you consider that we have more real competition in banking in 
England than there is in Scotland ?—Banks in England are more numerous 
than banks in Scotland; and I can only speak for my own district, where 
we feel the competition to be very keen. 


The competition being so keen, auything that gave one set of banks any 
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advantage over another set, would have the effect of placing the latter at a 
great disadvantage as compared with the former ?—The Scotch banks have 
the advantage of collecting an enormous amount of deposits through their 
£1 note circulation, which enables them to extend their branches over the 
length and breadth of the country ; and with those deposits so collected by 
means of their legislative privileges, they would come into England and 
compete with us, who have no such privileges, and cannot in such mianner 
collect such deposits. 

In consequence, also, of competition in England, I believe it is possible to 
collect cheques all over England, and payable in London through the 
country Clearing free of any charge; is it not?—That isso. There is no 
charge made to the English banks on accounting to one another for the 
proceeds of cheques. 

If one bank had to pay a charge on all such cheques, and another bank 
was free from such 4 charge, the bank paying such a. charge would be placed 
at a positive disadvantage in the conduct of its business ?—Clearly. 

Its customers would naturally go to the bank which could collect their 
cheques and bills free from any charge ?—That is so. 

Reference has been made to the case of insurance offices, many of which are 
very important institutions, and have offices both in England and Scotland. 
Do you consider that the competition between English and Scotch insurance 
offices is of the same character as that between English and Scotch banks? 
—No, certainly not; because in both countries the business of insurance is 
carried on upon precisely the same legislative basis. If the insurance com- 
panies in Scotland had special privileges in regard to their business in 
Scotland, there would be the same good case, I conceive, against their exten- 
sion to England that there is now against the Scotch banks coming south 
of the Tweed. 

Do you consider that the legislative privileges of the Scotch banks give 
them practically a monopoly of Scotch banking !—There cannot be the least 
doubt of that. 

And having that monopoly at home, you think it is not fair that they 
should claim the advantage of free trade abroad?—I think not. I think 
their position is very much as it was stated by the right hon. gentleman the 
Chairman, who told them that their position was this—“what’s yours is 
mine, and what’s mine is my own.” 

Having such great advantages, do you not think that if they came to do 
business in England the tendency would be to diminish competition in the 
long run, rather than to increase it?—Well, I don’t see how it would 
diminish competition in the long run. But monopoly does diminish com- 
petition always, somehow or other; and competition has certainly 
diminished in the case of the Scotch banks at home. 

What has always been found to happen elsewhere would be found to 
happen here—viz., that monopoly in the long run would not be found to be 
to the advantage of the public?—I think monopolies are never to the 
advantage of the public. 

We have had a statement as to the charges of the Scotch banks; do you know 
whether there has been any change in these charges since 1844 ?—I —_ 
state to the Committee that previously to becoming manager of the ban 
with which I am now connected, I have been for fourteen or fifteen years 
ini the Bank of Scotland. I cannot speak except from recollection on the 
point which the hon. member has named, but my recollection is very dis- 
tinct upon this point, that formerly there was no distinction in the rate of 
interest allowed by the Scotch banks. ‘They did not adopt until « com- 
paratively recent time the system of giving a low rate upon the minimhum 








204 Banks of Issue. 


monthly balances, or of making a lower rate upon the daily balances of 
current accounts than they did upon deposit receipts, so far as my recol- 
lection serves me; but upon the first point [ am quite clear, that the rate 
of 1 per cent. which they now apply to the minimum monthly balances was 
unknown when I entered upon banking in Scotland. In fact, they gave 
the ordinary deposit rate for current account balances. 

As the number of Scotch banks has diminished, so to a certain extent 
the advantages they offer to the public in Scotland have also diminished ? 
—Certainly; and there may be another reason for their diminution of 
liberality with regard to customers, and that isin the enormous extension 
of branches which has taken place in Scotland. During the last twenty 
years the number of branches has enormously increased. 

As they all agree upon their charges, although there is considerable com- 
petition for obtaining accounts, yet there is no real competition in the 
matter of charges /—Not if all the banks keep faithful to one another, 
which I believe substantially they do. 

Is it not quite clear that if the English banks had the advantages which 
the Scotch banks enjoy, they would be able to do their business on some- 
what more fenemable terms to the public than is now possible }—If the 
hon. gentleman means in reference to circulation I say yes, clearly. 

Do you agree with the estimate which has been put in by other witnesses, 
that if we had the same legislative privileges in England, it would be 
equivalent to an issue of something like £30,000,000 more notes, which of 
course would in the first instance give a very large amount of interest, and 
thereby enable banks to diminish their charges to the public?—Yes; I 
quite agree with that estimate. 

Then as regards any comparison which is made between the charges of 
the English and Scotch banks, even assuming for a moment that the charges 
of the English banks were somewhat heavier than those of the Scotch 
banks, you would consider that itis only natural, considering the great ad- 
vantages which the Scotch banks enjoy ?—Certainly. 

Do you consider, then, that the paper which has been put in by Mr. 
Gairdner with reference to the relative advantages of the Scotch and English 
banks is quite fallacious 1—I consider that Mr. Gairdner’s estimate is quite 
fallacious, and in fact absurd ; as I understand, Mr. Gairdner’s estimate is 
that £1,000,000 per annum would be saved to the public of England if the 
Scotch system was introduced. 

A calculation made up in that way you consider fallacious ?—Yes; he 
deducted from the net profits earned by the Scotch banks 4 per cent. as 
accruing from capital and reserves, and calculated what percentage the 
balance bore to the money lodged, and he said “ that is the profit we make 
upon our money lodged.” By the same process he showed in the case of 
twenty-one English banks that they made a larger apparént profit on their 
money lodged, and multiplying the difference by the assumed amount of 
the English provincial bank deposits, he brought out a result of £1,125,000. 
He quite omitted, however, to take into his calculation a very essential 
point—namely, the amount of the charges, which in the case of the English 
provincial banks are considerably smaller than that in the case of the 
Scotch banks. The Scotch bank charges were stated in evidence at a 
guinea per cent. I have taken the average of the thirteen leading 
English provincial banks, and find it to be 19s. per cent. The difference 
in favour of the English banks would give 2s. per cent., which, multiplied 
by £200,000,000, disposes of £200,000 of Mr. Gairdner’s million. 
Again, in another point I think his estimate is fallacious. The ratio 
per cent. of proprietors’ funds—that is, the capital reserve fund, 


li i i i a i Me ee i ae ee od i a a i i i a 





jam a ie in 1 2 eek 





Banks of Issue. 205 


-~«l undivided profit—to liabilities to the public is much greater in 
the case of the English provincial banks than it is in the case of the 
Scotch banks. I have extracted the ratio per cent. of proprietors’ funds to 
. the total liabilities to the public in the case of 41 English provincial banks 

which publish their balance-sheets, and I find that their average is 27} per 
cent.; and in the case of the Scotch banks the average is 15 per cent. 
Now, if we assume the banks earn a net profit of 2 per cent. on their total 
resources, with proprietors’ funds of 274 per cent., the calculation would be 
as follows :—Proprietors’ funds, £2,750,000 ; money lodged, £10,000,000 ; 
total resources, £12,750,000 ; net profit at 2 per cent., £255,000; less 4 per 
cent. upon the capital and proprietors’ funds £150,000 ; leaving £145,000, 
which would show an apparent profit on deposits of £1. 9s. per cent.; but 
with the proprietors’ funds of 15 per cent. in the case of the Scotch banks, 
the calculation works out a profit on deposits of £1. 14s. per cent., the 
difference between the two calculations being 5s. per cent., which, on 
Mr. Gairdner’s assumed £200,000,000 lodged in the country banks, would 
amount to half a million of money. There is one other. point. If the 
proprietors’ funds realise more than 4 per cent,, that would of course leave 
a larger apparent profit on the money lodged, and if the proprietors’ funds 
realise less than 4 per cent., the reduction of 4 per cent. would leave less 
apparent profit. This is a very important point, and I may illustrate it in 
this way—that on the basis of Mr. Gairdner’s estimate, Parr’s Banking 
Company appears to earn on its deposits no less a sum than £1. 18s. 1d. 
per cent., while our friends and neighbours, the Manchester and Liverpool 
District Bank, earn £1. 3s. 4d., so that there would be an apparent difference 
in the case of the two banks of 14s. 9d. per cent., though the charges and 
allowances to the customers in both cases are very similar. I think the 
difference in the apparent profit on the deposits is the result of the different 
manner in which the surplus funds are invested. From all these 
circumstances, I should say distinctly that Mr. Gairdner’s basis of 
comparison, as a test of what the charges are on the part of banks to the 
public, is utterly misleading and fallacious. 

Then, again, in large commercial centres the transactions upon accounts 
are, generally speaking, much larger in proportion to the balances kept, are 
they not, than they would be in agricultural districts, where trade is less 
active 1—Necessarily so. 

And of course as a considerable part of the business of a banker consists 
. in keeping the accounts of his customers only for accommodation, charges 
do not depend at all upon the amount of the deposits /—That is so. 

Upon a heavy commercial account, whether there is a balance or not, of 
course the banker must be paid for the trouble of keeping the account, and 
consequently the amount of profit to the bank, even although the charges 
be less onerous, may seem to be larger if the commercial transactions 
which pass through the bank are larger in the one case than the other? 
—That would beso. 

That would be another element which Mr. Gairdner has not taken into 
consideration in his estimate ?—He has not done so. 

But even taking the estimate as it stands, if the English banks had 
corresponding privileges to the Scotch banks, they would get the interest 
upon £30,000,000 of notes, which would be larger than the amount 
claimed by Mr. Gairdner, would it not ?—Yes. I think the saving to the 
public of England, if the privileges possessed by the Scotch banks were 
given to the English, would very much exceed the estimate which 
Mr. Gairdner has put down, but that is not the basis of Mr. Gairdner’s 
calculation, as I understand it. 
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But it must also be taken into consideration in any fair comparison 
between the two systems ?/—Clearly. 

You have already referred to the diminution in the number of Scotch 
banks since 1844. Are there any other points in which the Scotch banks 
haye materially altered during the period which has elapsed since that 
date 1—Well, the capital of the Scotch banks in 1845 considerably exceeded 
£11,000,000, and now it is £9,600,000, showing a considerable reduction. 
In 1845 the deposits were estimated at under £35,000,000 sterling, and 
now they are £80,500,000. In 1845 the circulation was £3,000,000, and 
now it is £6,000,000. In 1845 the acceptances of the Scotch banks were 
practically nil, and now they exceed £5,000,000. In 1845 the paid-up 
capital of the Scotch banks amounted to quite 30 per cent. of their liabili- 
ties to the public ; now the paid-up capital and the reserve funds together 
amount to only 15 per cent. of their liabilities to the public. Not only 
have the liabilities of the Scotch banks in proportion to their own resources 
vary largely increased since 1845, but some of them have entered upon 
the unlimited business of banking south of the Tweed. 

Do you know whether the majority of Scotch banks approve of the Cly- 
desdale Bank coming south of the Tweed ?—I believe I am guilty of no 
breach of confidence in saying that when the Scotch banks were good 
enough to meet a committee from the English country banks, of which I 
am a member, the other Scotch banks expressed a strong disapproval of 
the course which the Clydesdale Bank had taken in entering into Cumber- 
land, and they used all their influence with that bank to induce it to with- 
draw from the position it had takenup. Injustice to the Scotch banks I 
must say that while disapproving of it they did not express any opinion 
as to the legality of the step which the Clydesdale Bank had taken. 

Do you think thatthe Scotch banks coming into England would lead to 
an increased circulation of Scotch notes in this country P—I think it is 
calculated to do so. 

It has been stated by an hon. member of this Committee that one of 
the reasons which render it desirable that the Scotch banks should be 
allowed to come to London is, that it would give them great facilities in 
accepting drafts drawn from various foreign countries. Do you think it an 
advantage that bankers responsible for the note issue of the country should: 
largely engage in the business of accepting in foreign credits /—Not 
largely. I would say that it isnot desirable that they should do so, and I 
think it should be kept within limits. 

Are youaware that in the new German law the banks of issue are abso- 
lately prohibited from accepting bills /—I have observed that in the state- 
ment which recently appeared in the “ Economist.” 

Is it your impression that the system of charge which the Scotch banks 
adopt—that of making a large number of small charges—is one that would 
be suitable or popular in this country /—The Scotch bank system of charg- 
ing is to make charges on transactions as they arise, and these charges 
were, in my experience of Scotch banking, and [ believe are so still, paid 
by the customer across the counter. That is a mode of levying charges 
which, I am perfectly satisfied, would be quite intolerable to the customers 
of English banks—I mean those having bank accounts; whereas in Eng- 
land our system of charging is upon the whole “ turn over” of the half- 


Are there any alterations in the conditions of note issue in Scotland 
which you would like to state 7—The monopoly of issue in Scotland is a 
thing which cannot be defended upon principle. It arose from Sir R. 
Peel’s anxiety to apply his pet principle to Scotland as faras he could; but 
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I think the monopoly ought to be cut down. There seems to be no reason 
why the whole banking in Scotland should be handed over to eleven banks. 
Then there is another point which is unjust, and that is the diversity of 
privileges as between the banks themselves. Two banks of equal magni- 
tude have very different privileges as regards authorised issue, simply and 
solely because the one happened to be a small bank at the time Sir Robert 
Peel put his iron hand upon the issue of the Scotch banks, and that the 
other happened to have reached its full development. 

You consider, in fact, that the Scotch privileges give the eleven existing 
banks a monopoly of the banking of Scotland ?—There is no doubt about 
that, because no bank of non-issue could live in Scotland. 

You think as a general principle that any monopoly of that kind is con- 

to the public interests ?—Quite. 

. S. Luoyp: Do you approve of the present system of letting the issue 
of legal tender notes rest with the Bank of England, which is also a joint- 
stock bank attempting to make profit for its shareholders ?—I think the 
combination of banking with the power of legal tender issue has been pro- 
ductive of very serious disadvantages. In fact, the Bank of England has 
two duties to perform ; one is to make a good dividend for its shareholders, 
and the other is a duty which devolves upon it in consequence of its being 
the source of legal tender issue, and that is the maintenance of the sole 
bullion reserve to support the entire banking, financial, and exchange 
operations of this great commercial country. 

you remember what the reserve amounts to?—I think it is 
£13,000,000. 

What would you consider to be a fair estimate of the entire banking 
liabilities of the United Kingdom, letting alone its commercial liabilities ?—I 
calculate that the entire banking liabilities of the kingdom amount to about 
£700,000,000. 

What percentage do you estimate the reserve of the Bank of England 
bears to the entire banking liabilities of the kingdom ?—It would be under 
2 per cent. I should think, speaking roundly, that the banking liabilities 
and the commercial transactions of the country have trebled or quadrupled 
since 1844, and they ought certainly to be supported by a much larger basis 
of bullion than they are. 

What would be the advantage of changing the present system ?—If the 
Bank of England ceased to be the source of a legal tender issue, it would 
_ necessarily cease to be, as at present, the bank of the bankers ; and I would 
suggest that the bankers should keep their cash reserves in a Government 
Department of Issue. This Government Department of Issue, besides 
being the counterpart of the Issue Department of the Bank of England, 
should also hold the banks’ balances. The Bank of England, or a bank in 
_ the country or in London, might take bullion to the Issue Department of 

the State, and lodge it there without drawing notes against it; but if it 
brought notes, it might have those notesregistered to its credit. I propose, 
in fact, that in addition to its being an Issue Department, this State Depart- 
ment should also be a Bank of Deposit, upon the same footing as the Bank 
of Hamburgh, of which we have all read. 

So that in your view, the practical operation as far as the public is con- 
cerned would not materially diminish the amount of notes they now hold? 
—There would be no diminution. On the contrary, there would probably 
be an increase, for the tendency would be to induce bankers to hold larger 
reserves, 

At the present moment, if pressure comes on, as it does every ten-or 
fifteen years, have we not seen that the Bank of England has been obliged 
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to get the Government to sanction the suspension of the Act of 1844 1— 
Yes ; that has occurred three times. 

Mr. Orr-Ewine : In what years? 

Mr. Backuovse: In 1847, 1857, and 1866. 

Mr. Sampson Luoyp: If, in your opinion, the keeping of so small a 
reserve is inconsistent with the functions of a State issue as regards safety, 
does it not come to this—that the Bank of England, in its public capacity, 
has to be supported occasionally in consequence of its own mismanagement 
of its private custom /—That is in effect the result. The Bank knows it 
will be supported by the Government in times of pressure, and it does not 
keep a sufficient reserve to meet the demand, 

Is it not a fact that, when these periods of crisis recur, such periods are a 
source of increased profit to the Bank, on account of the high rate of dis- 
count at which they can employ their resources 7—I have no doubt of that, 
because they not only employ at high rates the additional issues which are 
accorded to them by the violation of the law, but they re-invest their own 
resources as far as they can, at that additionally high rate. 

Then, in order to increase their profits, the directors keep a reserve which 
you think is too low for the general requirements of the State ?—I should 
be sorry to make an insinuation that the directors knowingly, in order to 
take advantage of periods of pressure, keep too small a reserve. I do not 
think they do that, but still the effect is very much as if they did. 
That I think is the practical effect. 

I did not mean to imply any imprudence on the directors other than that 
which is due to their position. But is it not a necessary consequence 
of the duplex duty they have to perform that they keep an unduly low 
reserve, and that this brings on a state of things by which the Bank makes 
increased profits ?—That is so. 

I do not wish to go into the question of the Act of 1844, but I submit 
that it is important to bring out the fact that the Bank of England keeps 
too low a reserve. What do you understand to have been Sir Robert 
Peel’s views as regards private issues when the Act of 1844 was passed ? 
Do you think he meant to abolish them altogether, or that he intended to 
give the existing issues a vested right ?—I believe he intended to pave the 
way for a power of issue, restricted to a State bank, or the State itself. 

Do you think it desirable that there should be only one bank of issue ?— 
I think, that to make the State bank the sole source of issue would be a 
mistake. A State bank, as the sole source of legal tender issue, I conceive 
to be perfectly sound and proper. 

It is stated that issues by a number of issuing bodies are preferable to 
issue conducted by one State bank alone. If so, what do you suppose was 
Sir Robert Peel’s objection to private issues }—He stated these objects dis- 
tinctly in introducing his measure. His objections were, that the notes 
were over-issued, that they became depreciated, that they caused inflation 
of prices, and that they produced speculation, which ultimately lead to a 
crisis. [ do not think these objections were well founded, for as long as 
notes are payable on demand there cannot be any depreciation in their value. 

Do you think the policy of limiting banks to six partners tended 
directly, other things being equal, to the issue being in the hands of weak 
banks in 1844 ?—There can be no doubt of that. 

Is the issue now in your opinion as weak as it was in 1844?—By no 
means. 

Have not a large number of banks which existed at that time, and which 
might have been considered weak, either lapsed or passed into the hands 
of undoubtedly strong banks ?—That is so. 
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Do you remember the number of banks uf issue which have lapsed since 
1844 ?—The total amount of issue lapsed between that date and the end of 
1874 is £2,125,448. The total amount of the issues in 1844 was, I think, 
£8,000,000 in round numbers. 

So that one-fourth of the issues in England have lapsed ?—That is so, in 
round numbers, 

Do you know how many banks of issue there are in England ?—113 
private banks, and 54 joint-stock banks—together, 167 banks. 

y And how many non-issuing banks are there !/—Private banks, 83 ; joint- 
stock banks, 52; total out of London, 135. 

What is the number in London ?—Private banks, say 30; joint-stock, 
13; total 43. Thus the total number of non-issuing banks in England is 
178. 

Do you think the public have sufficient means of judging of the stability 
of private banks ?—I think not, for the private banks do not publish 
balance-sheets, and only some 19 of the joint-stock banks have published 
statements. 

You have stated you considered the issue of notes by other bodies than 
the Bank of England to be a great advantage to the public. Now, if the 
public cannot judge of the value of those issues, what is the remedy you 
would propose ?—I should propose tv give the power of issue to such of 
the present non-issuing banks as could satisfy a government department 
that they were respectable and well established. 

That is, you would extend the power of issue to any bank, private or 
joint-stock, which satisfied the State that it was perfectly safe ?—There are 
so many small people who do a sort of banking business in England, that 
care would of course have to be taken in any extension of that character ; 
but, speaking generally, I should think that some such extension would be 
very desirable. 

And how would you deal with the present issuers, who have an exclusive 
privilege of issue /—I should be disposed to require either that they should 
give security of their issues, or else that their issues should by a more 
simple process be made the first charge on the estate. A note-holder is in 
the majority of cases what may be called an involuntary creditor of the 
bank, whereas the depositors are voluntary creditors. 

Can banking be said to be entirely free, according to Sir R. Peel’s idea, 
when some banks possess the privilege of issue, while other banks, which are 
stronger, do not possess that privilege ?—Sir R. Peel wished to dissociate 

‘ altogether the idea of banking from that of issue, and he said that he would 
restrict issue, and leave banking entirely free ; but, in my judgment, bank- 
ing cannot be entirely free when issue is the privilege of some particular 
banks. Non-issuing banks are placed at a disadvantage, but they would 
not, I believe, have thought of interfering in any way with the privileges 
of their issuing brethren, if this whole question had not been raised by the 
intrusion of the-Scotch banks. 

Then, in your opinion, the advantage of combining issue with banking is 
very great ?—Yes. Ido not think the privilege of issue has been truly 
appreciated in England as it has been in Scotland. If notes emanate from 
a State bank they are comparatively useless to the bankers who deal in them, 
because every one of them is held at a loss of interest, and if you wish to 
reach the maximum of economy of capital in your issues, those issues ought 
to be issues of banks which come in daily contact with the public in the 
conduct of their business. 

Would you have notes issued in England below £5 >—I am sorry that 
£1 notes do not exist in England, Ithink they were discontinued through 
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a misapprehension ; but at present I should not be prepared to recommend 
that so decided a step as the introduction of £1 notes into England should 
be taken. 

Do you agree with the witnesses who say that the forgery of £1 notes 
is an argument against them?—I do not remember from my Scotch 
experience that they have been more frequently forged than notes of a 
higher denomination. Engraving has been brought to such perfection 
that there is little fear of forgery now. 

Do you think any pecuniary compensation would be voluntarily accepted by 
the banks of issue for the loss of their issues P—I cannot pretend to speak for 
the banks of issue ; but whatever compensation they might feel disposed to 
accept for their privileges, I cannot conceive that it would compensate the 

ublic for the loss of the advantage they derive from there being a plura- 
ity of issues in the country. 

You object to the competition of the Scotch banks, because you think it 
unfair that of two competitors, one should have an exclusive privilege 
—< upon him by the State, while the others have no such privileges P 
—That is so. 

But you don’t object to any competition on equal terms ?—No. 

Is it the fact that the existing banks of non-issue in England have deve- 
loped banking facilities to the public to the utmost possible extent ?—Our 
own experience is, that whenever we find it will pay to establish a branch 
in any particular place in our district we straightway do it; and I think 
other non-issuing bankers as well as issuing bankers are animated by pretty 
much the same motives. If, however, we had the power of issue, we could 
extend our branches to many places where we would not now establish 
them. 

Mr. AnpERson: You said you were sorry small notes have been discon- 
tinued in England ?—TI did. 

And you also said you would not advise their resumption ?—Yes. 

Can you explain your reasons for being unwilling to resume ?—I believe 
that £1 notes in England had not a sufficient trial, and that, in fact, the 
errors of banking prior to 1826 were visited on the issues of England 
instead of being visited where they were due, on the banking of England. 
Consequently the suspected issues were circumscribed, and the power of 
issuing £1 notes was withdrawn. I think that unless we had a much 
larger bullion reserve as the foundation of the superstructure of credit in 
this country, it would be a somewhat hazardous experiment to re-intro- 
duce £1 notes. Iam not without hope that a day may come when, with 
a further development of bank-note issues in England, and a proper increase 
of bullion reserve in the country it may be safe to give to England the great 
advantage which undoubtedly results from the use of £1- notes; but at 
present I should consider it to be a somewhat hazardous experiment. 

You think they had not a proper trial before, but still object to give 
them a proper trial now ?/—I think any change that is made in the laws 
sgviating the currency, should be of a very gradual character. The 
system of issue in Scotland grew up in a long series of years, as a plant of 
very gradual development, and I think sudden changes in matters of this 
kind are very much to be deprecated. 

Pe still you would like the small note system to grow up in time ?—I 


But you must have a beginning ?—Yes; but I would make a beginning 
by extending the powers of issuing £5 notes to the present non-issuing 
banks. This would pave the way to the re-introduction of £1 notes, if 
such a step were found to be expedient. 
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Do you think the issuing of £5 notes would displace gold ?—I think it 
would to a considerable extent. 

How, then, would that pave the way to the use of £1 notes ?—It would 
accustom the public of England to local issues to a much greater extent 
than they are at present accustomed to them ; that, having been accustomed 
to local issues emanating from strong and reliable sources, forming, perhaps, 
a first charge upon the estates of the issuers, the public would then, in 
the course of time, be prepared to receive from those same issuers, notes of 
a lower denomination than £5 notes. 

Supposing there was a State issue of £1 notes?—Under proper safe- 
guards as to the reserve of bullion, there cannot be the slightest doubt as 
to the sufficiency of the State. 

Then you will be willing to re-introduce £1 notes at once, if they were 
made safe by a sufficient amount of bullion ?—I should consider £1 notes 
issued by the State to be practically useless. 

Why ?—Because, as I endeavoured to explain in answer to.a previous 
question, the economical advantage to the public of issues is neutralised if 
notes are issued by banks which do not come into contact with the public. 
The banks would have to hold such £1 notes at a loss of interest, and the 
loss of interest they would have to recoup by charging their customers and 
the public more. 

Is it not the case that in Scotland the public have the option of taking 
either gold or £1 notes, just as they please ?—I think that where a gold 
circulation can hardly be said to exist, the public can scarcely be said to 
have the option of taking either gold or £1 notes. 

You object to Scotch banks coming to compete with you in England, 
beeeare the Scotch banks have certain legislative advantages, do you not ? 
—Yes. 

Do you approve of Mr. Goschen’s bill #—I do. 

Then you wish to deprive the Scotch banks, if they come to England, 
of those legislative advantages ?—Yes; I think those advantages were 
grapted to them in their capacity as Scotch banks, and when they become 
Anglo-Scottish banks they ought to abandon those privileges. I think, 
however, it would be better to level up the English banks; but that is not 
possible in the circumstances of the country at present. Strict justice re- 
quires that those Scotch banks which have established branches in England 
should not remain here. 

Mr. MoutuHottanp: Do you think the right of issue should be given to 
all existing private banks as well as to joint-stock banks /—Many private 
banks of non-issue in England are of great respectability and standing, 
and, therefore, I would give the privilege of issue to all such banks. I 
would not ask the joint-stock banks, or the private banks already having 
the power of issue, to give security other than making their issue the first 
charge on their estate. 

Do you think the amount of gold in reserve and in circulation in 
England is excessive ?—The present reserve of gold is totally inadequate, 
considering the magnitude of the transactions of the country. 

Do you see any difference between the circulation of cheques and notes ? 
—I see a very considerable difference, but they are both forms of credit, 
The notes are forms of credit which it is well for the interest of the public 
that Government should confine within certain limits, but the Government 
never dreamt of interfering with the circulation of cheques or bills of ex- 
change, or the amount of acceptances which a bank might consider it pru- 
dent to give to its customers; but I regard bank notes as an infinitesimal 
— of the credit circulation of this country. They are simply the small 
change. 
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Mr. Denison : What definition do you attach to “respectable banker” ? 
You said you would give the right of issue to “ respectable bankers ” /—I do 
not think it would be difficult to devise some test. 

By Mr. Orr-Ewr1ne: How long were you in Scotland ?—I was fourteen 
or fifteen years in the Bank of Scotland. 

How many years have you been in England ?—Since 1865; nearly ten 
years. 

In what way have the Scotch banksa monopoly ?—Because no other 
bank can, with any prospect of success, establish itself against them. Sir 
Robert Peel stated distinctly, in his explanation in introducing the Scotch 
Bill of 1845, that he had given or was giving to the Scotch banks a 
monopoly of issue. I do not know whether he understood that a monopoly 
of issue would necessarily lead to a monopoly of banking, but it has 
done so. 

Did he not make the same remarks with reference to the banks of 
Ireland ?—He did not, so far as I have read his explanation. 

Did not the Bank Act of 1845 give the same privileges to Ireland as to 
Scotland ?—There were then banks existing in Ireland, certain private 
banks, which had not the power of issue at the time. 

I am speaking with reference to all the banks that had the power of 
issue in 1845. Did not the Act confer upon them the same privileges as 
it conferred on the Scotch banks ?—That is so; a monopoly of issue. 

Sir J. Lussock: That is not quite clear. 

Mr. Orr-Ewi1ne: Have it explained by another question. 

Sir J. Lussock : I think we have it in evidence that the Irish banks, in 
reference to their notes and branches, had to—— 

The Cuarrman: That will not interfere with their monopoly of issue. 

Examination by Mr. Orr-Ewrne continued: Are you aware that since 
1845 there have been three banks in Ireland without the privilege of 
issue /—That is so. 

Those banks are most prosperous—more prosperous than some of the 
banks which have the privilege of issue ?—I am not aware of it. 

If you look at this book—Mr. Palgrave’s book—‘ Notes on Banking,” 
you will tind these three banks /—Yes ; the Hibernian, the Royal, and the 
Munster. 

Do you notice that one of these banks has paid 12 per cent. ?—Yes. 

It was the Royal Bank ?—In 1874, I find, the Royal Bank paid 15 per 
cent. 

What did the Munster Bank pay ?—13 per cent. 

What did the Hibernian pay ?—12 per cent. 

What did the Bank of Ireland pay ?—Mr. Palgrave states in his book that 
they paid 11 per cent. : 

If, then, we find in Ireland that non-issuing banks are able to compete 
successfully with banks having the privilege of issue, and actually to pay 
larger dividends, must it not follow that a similar circumstance does not 
take place in Scotland because the Scotch banks are so well conducted ?— 
I think the hon. member’s conclusion might perhaps be justified if the 
dividends were regarded as the sole test of the success of a bank, The 
Bank of Ireland, for example, has a very large paid-up capital. That 
effectively keeps down, notwithstanding its privileges, the dividends that 
are paid to its shareholders. 

Quite so. The National Bank, you will notice, is another bank with the 
privilege of issue, aud what did they pay ?—11 per cent. in 1874. 

At all events, you will admit that in Ireland the non-issuing banks have 
been able not only to exist, but to flourish /—That is so. 
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Do you not think that the admirable manner in which the Scotch banks 
are conducted not only inspires the confidence of the public, but that their 
business is managed so cheaply and economically that there is not room 
for new banks ?—I believe that the existence of the exclusive power of 
issue is sufficient to prevent any bank being established in Scotland that 
has not tke power of issue. 

But you cannot hold that opinion after what is shown in Ireland ?— 
I do. 

What is the cause of it?—I cannot admit that the circumstances are 
the same between Scotland and Ireland. I am not familiar with the 
circumstances of banking in Ireland. I have no personal acquaintance 
with the system ; but Ihave a personal acquaintance with the banks in 
Scotland, which leads me to say that the monopoly of issue has been and 
is calculated to create a monopoly of banking. 

But you must kuow that the Scotch banks do satisfy all the wants of 
the country in the cheapest form possible /—I have nothing to say against 
the way in which the Scotch banks conduct their business. 

Do you admit that ?—They conduct their business with liberality, but 
that they satisfy all the wants of the country would be alittle presumptuous 
of me to say, for we have had it in evidence that Glasgow and elsewhere 
complain with regard to the monopoly that exists. 

Do you not believe that if any bank went to any portion of Scotland, 
and gave loans to the public upon cheaper terms than the Scotch banks 
do, that it would attract the public ?—But I should like to know on what 
terms Scotch banks do give their loans. 

From your own experience, do you think that if any bank went to 
Scotland and gave an advantage to the public, would not the public do 
business with it ?—But my contention is that no bank could go. 

Could not a non-issuing bank goto Glasgow and open a bank there, and 
if it transacted its business cheaper than the Scotch banks, would not the 

ublic deal with it?—It is a fact that some of the discount houses in 

ondon have agents in Glasgow who discount the bills of the Glasgow 
merchants at a cheaper rate than the Scotch bankers do; but that is a 
different thing from conducting a banking business, and that I consider 
to be perfectly impossible without the privilege of issue possessed by the 
Scotch banks. 

You stated that the banks in Scotland and Ireland did not compete 
between themselves on equal terms ?—The privileges of the Scotch bankers 
‘are not all alike, as the hon. member must be aware. The scale of charge 
they adopt—— 

It is not the charges. I think you meant that one bank had a greater 
power of issue than another ?—I said so. 

The largest circulation I have been able to discover of any English bank 
of issue in England and Wales amounts to £357,000 ?—That is so. 

Is not the inequality of the circulation greater than in Scotland ?—The 
inequality I mentioned referred to the authorised circulation and the paid-up 
capital. 

But at all events, according to these figures, the inequality of the privilege 
of issue is greater in England thar it is in Scotland?—I am not prepared to 
say so at all. 

Do bankers generally in the country hold much gold ?—I can only speak 
for ourselves. We hold as much gold as is needed for the daily transactions 
of our bank, and allowing a very ample margin for contingencies. We pay a 
large amount each week in wages, and of course the greater amount of that is 
paid in gold. 
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What amount of gold do you hold !/—Off the book, I am not prepared to 
say what amount we hold. 

The approximate amount ?—The balances do not come before me in gold 
as distinct from Bank of England notes. 

In cases of emergency you would really depend upon the Bank of England 
for an extra supply of gold ?—That is the system of the whole of the country, 
from the London banks down to the Scotch banks. 

And the whole country is entitled to call upon the reserve of the Bank of 
England 1—Yes, if the banks have money in the Bank of England ; but the 
£13,000,000 will not go very far to satisfy all the requirements of the banks 
if they wanted it at the same time. 

Scotland has eleven banks with a vast number of branches, and England 
has a large number of small banks, private and otherwise, with few branches. 
Which are you prepared to say is the best system of banking to adopt ?— 
Both systems have undoubtedly advantages of their own. There is, of 
course, greater unity of management in the case of large joint-stock banks 
with a central office; there is likewise greater economy in capital. But, 
on the other hand, where the system of branches is extending too far, the 
central control is very difficult to ascertain in its full efficiency ; and I 
should very much fear that if the Scotch bankers scrambled over the whole 
of England, their branches would go beyond their own control, 

But you would desire, I suppose, that the banks of issue should have the 
power of amalgamating so as greatly to diminish the number of them in 
England, and to have branches established ?—I think that the amalgama- 
tion of some of the smaller- banks of issue in England would be a very 
desirable result ix the interests of the public; but I believe the banks of 
non-issue would very naturally look with some degree of disfavour upon 
any reform of the existing issues in England, which would tend to improve 
the monopoly which the existing banks have. 

But supposing it was thought by Parliament necessary to give facilities 
for banks amalgamating in this way, and allowing joint-stock banks of issue 
to amalgamate, would not that do away with or mitigate your objections ? 
—It might. 

I presume if this were done you would be quite satisfied, because it 
appears from evidence we have had before the Committee that the authorised 
issue of notes in England is not made available, as the public do not seem 
to require it ?—The authorised circulation of notes is not made available 
very much, because there is no power to issue beyondit. If the English 
banks had the power to issue beyond their limit, I think that they would 
approximate to their authorised issue much more nearly than they do. 

What is the authorised issue ?—In round numbers, £6,000,000. 

The fixed issue ?—£6,460,098. 

The actual issue ?—£5,000,000. ‘ 

If that proposal which I have suggested to you were carried out, 
and the banks made arrangements in different parts of the country 
where there are no issuing banks at present, the issue would be restored 
again to its authorised amount of £6,500,000, would it not ?—I think not, 
because, even in the case of those bankers who have the means of issuing 
to the full extent—I mean to say where the demand for their circulation 
would absorb the whole of their issue—they are obliged to keep those issues 
very much below the authorised amount in order to prevent their incurring 
the penalty laid down by the Act for an excess. 

You would advocate, then, that all banks of issue should have a privilege 
of issuing a little beyond the authorised amount, in order that they might 
not run the risk of this penalty !—There would be a great facility in such 
an arrangement. 
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Sir Granam Montcomery: When you were in Scotland did you often 
hear it stated that this monopoly enjoyed by Scotch banks was used against 
that portion of the public wanting accommodation /—I have heard it 
stated. 

Do you really believe in its existence at the present moment, and that 
any person who can offer good security is refused accommodation by the 
banks in Scotland ?—I cannot, not having had knowledge of the course of 
Scotch banking business for the last ten years, pretend to answer this 
question in such a way that my opinion ought to have any weight. 

Do you think that it is likely that if another bank were established in 
Scotland they wouid be willing to do business on lower terms than the 
terms offered by the Scotch banks now?—TI feel perfectly sure that if a 
Scotch bank could open, especially in Glasgow, with the advantages of 
Scotch circulation, it would very speedily establish a fair business for 
itself. 

Do you think that this agreement among the Scotch banks, as to having 
a minimum rate of charge, is a great disadvantage to the public in Scot- 
land ?—I think it is a disadvantage to the public in some cases, and I think 
it is in some cases a disadvantage to the banks themselves. As I said 
before, my practical knowledge of banking in Scotland is ten years old, but 
I should think that the effect of such a close arrangement would be to drive 
many bills, and perhaps other banking transactions, from Scotland to Eng- 
land, where there is more competition amongst the banks in regard to 
charges than there is in Scotland. 

Then you will admit that, as regards the safety of the banks and the 
safety of the public, this want of competition, as you call it, has been a 
great advantage to Scotland ?—I do not see what effect the mere fact of the 
Scotch banks clubbing together, and saying, “ We shall not charge more 
than a certain rate, or we shall not allow more than a certain rate,’ should 
have upon the stability of the banks, or upon the safety with which they 
conduct their business. 

You say in your letter to the Chancellor of the Exchequer: “But it 
must not be forgotten that in Scotland there is a monopoly in banking, 
which, though as yet, in consequence of lively internal competition among 
the ein it has not operated to the disadvantage of the public, 
cannot be defended upon principle.” Then it is more in principle that you 
object to this than in actual practice ?—I am quite willing to go this 
length, and to say that I believe that the monopoly in Scotch banking has 
not yet materially operated to the disadvantage of the public, and that the 
reason is that which is stated in the letter which you have quoted, viz., 
that there has been a very great deal of lively competition amongst the 
banks themselves, competition not in respect of rates, but competition in 
the acquiring of business. But as Mr. Somers, who is one of the ablest 
defenders of the Scotch banking system, put it (and I must say that I 
entirely concur in the opinion), “In the rapid growth of the country 
eleven banking companies will, at some point or other, not be deemed 
enough, It will be considered that banking dividends from 10 to 15 per 
cent., and Bank stock worth three times its original par value, with both 
dividends and value of stock constantly increasing, should not be in any 
sense the law-bestowed perquisite of any given bodies of shareholders, and 
an Act which thus lays a permanent arrest on the free development and 
equalisation of public interests, will not only be more and more condemned 
as a grave exception to our whole economical system, but be ultimately 
resented as an intolerable grievance.’ That is an extract from Mr. 
Somers’ book on “ The Scotch Banks and System of Issue.” 
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You said that before 1845 the paid-up capital of the Scotch banks was 
not so much as at present /—That,I believe, is so. Many of them have 
an unlimited uncalled capital, because the liability of their shareholders is 
unlimited. 

You do not wish to convey the opinion that the banks are doing business 
with a smaller amount of capital than they ought to have ?—I think that the 
capital of all joint-stock banks should bear a very substantial relation to the 
liabilities of which they form a substratum. 

The deposits and the note circulation /—Yes; and acceptances. A late 
eminent authority on banking, Mr. Gilbart, laid it down that when the 
capital ceased to be one-third of the liabilities, it ought to be increased ; but 
he departed from it in the case of the London and Westminster Bank, of 
which he was manager, or rather the bank departed from that rule while he 
was manager of it. There is no doubt that it is difficult to draw a line at any 
particular proportion. A joint-stock bank, especially if a bank of issue, 
with the practice of accepting bills, should have a capital in very sub- 
stantial relation to liabilities, I should say 20 per cent. would be a fair 
amount. 

You have no fault to find with the Scotch banks in that respect ?—They 
have ou the average 15 per cent. 

Could not Scotch banks accept bills in London through their correspon- 
dent to any extent ?—Yes. 

Though a branch here would be dangerous ?—I should say that in three 
ways it would exercise some control upon the total amount. In the first 
place, it would be a little more expensive ; and in the second place, it would 
naturally bring under the notice of the correspondents the amount of the 
acceptances, and if the amount became excessive there would be a third 

arty to warn, and perhaps to demur. 

Still, if they had a manager in London in whom they had confidence, he 
might conduct the business safely as a correspondent /—He might, or he 
might not. 

How do you account for the fact that the 113 banks in England have no 
branches in London and yet some of the Scotch banks have found it neces- 
sary to do so /—The legislation in Scotland has led to this result, that the 
smaller banks have been eliminated, and the large banks would much more 
wish to be represented in London than the smaller banks. The English 
banks of issue are comparatively small banks compared with the Scotch 
banks, and they have no need to transact their business at London 
offices. 

Mr. CampBELL-BANNERMAN: Do you view differently the case of the 
Scotch banks coming to Cumberland and the case of the other banks which 
opened branches in London 1—No. : 

And you would prohibit them from coming ?—Under the forfeiture of 
their peculiar Scotch privileges. 

Then you have altered your opinion on the srbject since you wrote your 
letter to the Chancellor of the Exchequer ?—In some degree I have. 

In your letter to the Chancellor of the Exchequer you say that “ Four 
courses of dealing with this difficulty suggest themselves :—First, that the 
Scotch and Irish banks, if they wished to retain their special privileges, 
should confine their operations to their own country; second, that if 
Scotch or Irish banks insist upon coming to England to compete with 
English banks, the latter should be empowered to go to Scotland or Ireland 
to compete with them on equal terms, and with equal privileges as regards 
circulation ; third, that to the English banks should be conceded the powers 
of circulation in England as ample relatively as those enjoyed by the 
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Scotch and Irish banks in Scotland and Ireland; and, fourthly, that all 
private issues in England, Scotland, and Ireland should be abolished, and 
tlrat the State—the Bank of England—should be the sole source of issue. 
Thiat appears to me a very clear and exhaustive statement of the pos- 
sible, policy that may be adopted. I think you suggest that the third pro- 
posal*should be adopted ?—That is so, but there is another essential to the 
applicsstion of that remedy, and that is its possibility. I am afraid I must 
admit the impossibility of so assimilating the English with the Scotch 
system as*to remove the inequality of the competition. 

Do you think if your suggestions were carried out, they would not toa 
very great extent equalise the privileges as between the English and Scotch 
banks p—It would not entirely remove all the differences between the two, 
because J have not gone so far as to suggest the adoption of £1 notes in 
England; nor have I suggested the power of issue beyond the authorised 
limits against gold held; nor have I suggested an alteration in the mode 
in which the issues are to be returned by the English banks as compared 
with the Scotch banks. The Scotch banks have the advantage of returning 
their circulation on the basis of a weekly return, and not on the basis of a 
daily return, which the English banks are compelled to do. The conse- 
quence of that privilege is this—that the Scotch banks have really the use 
of 30 to 40 per cent. more of notes than the amount upon which they pay 
stamp duty. 4 

Tf that is so, can you state why that advantage should not be extended 
to the English issuers’?—There is no objection provided the issues were 
enlarged in England ; but I think the non-issuing banks would very justly 
object to any extension of issue unless they themselves got some advantage 
out of it. The Scotch banks making their return at the end of the week, 
and after the exchanges between themselves, enables them to show their 
issue at its minimum. 

Mr. Beckett Dentson—Will you explain a little more in detail how you 
arrive at that figure of 30 or 40 per cent. for which they do not pay stamp 
duty ?—There was a return, I believe, given by the Scotch banks in course 
of this enquiry as to the amount of notes brought in in the exchange. Iam 
not basing my calculation on that return, but I am basing it upon a state- 
ment that was made in the enquiry in the House of Commons in 1840 by 
Mr. Blair, who was then, I believe, treasurer of the Bank of Scotland. 
He gtated that the notes which came in for the exchange would amount to 
about 30 per cent. of the actual issue then remaining out in the hands of 
the public, so that the Scotch banks making a return at the end of the 
week after their exchanges with one another have the advantage of showing 
their circulation at its minimum; and they have the advantage of the 
use, without paying stamp duty upon them, of all the notes which have 
been in the interval in the hands of other banks. 

Mr. CaMPpBELL-BANNERMAN—Do you see any reason why that advantage 
should not be extended to England?—There is no reason if issuing in 
England should be extended to the non-issuers. 

As you propose, it should be done under proper safeguards /—Yes. 

You have stated that as a non-issuing banker, you would not have sug- 
gested any inteference with the privilege of issuing bankers if the Scotch 
banks had not made an inroad into England; how does thai inroad affect 
the English banks amongst themselves /—As a non-issuing bank, I should 
consider it a very invidious thing to have raised the question as between 
the two sections of English bankers—issuers and non-issuers—but when 
the whole of this question as to the restrictions upon issue has been raised 
without any intervention on the part of the non-issuing banks, then I 
venture to take the position which I do. 


Q 
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Have you any expectation that legislation would establish perfect equality 
ab ein a amongst bankers ?—Do you mean as regards English and Scotch, 
bankers ? 

And between the different classes of bankers in England. WhatI mean 
is this. Do you not recognise that in such a country as Scotland, where 
the existing state of things has grown up, there must be great differences 
and inequalities in the privileges of the bankers as compared with England ? 
—* Must be” is putting it very strongly, but that there are differences in 
the conditions upon which ing is carried on in the two countries is 
beyond question, 

But Iam speaking of the privileges allowed by the State. Do you look 
forward to a apy time when all these privileges will be exactly balanced 
and equalised ?—I think in the course of time it may possibly come; but in 
the meantime the privileges of the Scotch banks are such as to give them 
a prominent advantage over the English banks. 

You said, I think, when you were asked about charges, that in Scotland 
the charge made for a remittance of any kind was usually paid in cash over 
the counter }—That used to be the case, and I understand that it is so still. 

Are you sure that the system is really as irksome as you state /—I 
remember in my experience in Scotland that the system gave rise toa great 
many discussions with the customer at the counter in the course of the 
transactions; he did not understand the small charges, and how they were 
made out. 

Do you understand that there is a general complaint in Scotland on the ~ 
subject }—I understand that it frequently occasions irritation between the 
bank cashier and the customer. 

Did you say that the charge was larger in England than in Scotland }— 
That is according to circumstances and the character of the account. There 

are some accounts which in Scotland under the Scotch system would really 
be subjected to a higher charge than in England, but there are other 
accounts which would escape with a smallercharge. It is impossible for 
me to draw a balance between the charges and to say that the one would 
be greater than the other. 

If the charge was larger in England than in Scotland, probably the 
people of England, if they were aware of the fact, would prefer the Scotch 
charges, would they not, even if they did involve a little more book-keeping 
and trouble? The charge for the commission cannot be taken alone in 
comparing the two systems of charge in Scotland and England. Our prac- 
tice; where we charge commission, is to allow interest upon the daily 
balances of the current accounts at the deposit rate, that is to say, the same 
tate as the Scotch banks will allow upon deposit receipts. 

Is that done in all cases /—With us that is the general rule. 

Not the universal rule ?—There are, of course, accounts, and accounts, 
but that is the general practice of the bank. We discriminate between our 
accounts a good deal more than is the practice in Scotland. 

Do you allow an option to the customers, or do you fix the class of 
as yourself /—Within certain limits we allow an option to the cus- 
mer. , 

Supposing that a man kept an account which was not a very active one, 
and which involved no transactions with distant places, and in the carry- 
ing on of which consequently there would be no great expense, would you 
allow that account to go on the principle of his receiving no interest P—We 
should in such a case even go further ; we should allow him interest and 
charge him no commission. It would become very much of the character 
of what we call a deposit account, upon which the operations are only, as 
I may call it, occasional and not continuous, and the operations are no 
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what you might call of a business character, that is to say, there are not 
a number of cheques for collection, and so on, involved in the account. In 
such a case our practice would be to make that a deposit account, allow it 
interest, and charge it no commission. 

You would not wait until the customer applied for it to be put upon 
that footing, but you would do it of yourselves }—We endeavour to deal 
as equitably as we possibly can with all our customers, irrespectively of 
their egptootion, or the contrary. 

Mr. Batrour—You desire to substitute for the bullion in the Bank of 
England a kind of State reserve in which all the bankers should place their 
reserves, do you not ?—Yes, perhaps I should not say all the bankers: I 
should consider that such large banks as the leading London joint-stock 
banks, and the leading private banks would be bound to keep all reserves 
there, but that practically, in a very great measure, the reserves of the 
country banks would be kept with those London banks in their hands ; 
— with a very moderate amount of interest, or else without interest 
at all. 

Would you compel bankers to keep their reserves in this government 
department /—I should not. 

Then it would always be in the power of the Bank of England, I suppose, 
to continue the present system by offering a very small premium upon 
bankers keeping their reserves there, so that you might not materially 
alter the present system ?—What I conceive to be the vice, if I may put it 
so, of the present system, is this, that the Bank of England is made the 
sole source of legal tender issue, and consequently comes to be the sole 
repository of the cash reserve of the different banks, and that it uses those 
reserves for the purposes of its business; it trades with them in point of 
fact, and its reserves therefore dwindle down toa small point. I do not 
blame the Bank of England for that, but I blame the system for it. 

Mr. Kavanaacu—Do I understand you to say that some of the Scotch 
banks have gone into an unlimited field 1—Yes ; that is to say, to the extent 
that there is an unlimited field in London, as compared to what there is 
in Scotland. 

Deo you think the Scotch banks have gone to an excess in their business 
in the way of acceptances ?/—I think the tendency is for them to go to an 
excess. 

To use a familiar phrase, are the Scotch banks “safe” in your opinion ? 
—The question is rather a delicate one, but I may say I think the Scotch 
banks are quite safe. We have it on record that the Western Bank of 
Scotland was the most utterly mismanaged of any Scotch bank which ever 
failed, because it departed from the lines laid down for Scotch banking, 
yet it paid its creditors in full. 

Mr. BackHovusre—Have not the banks of issue diminished since 1844 ?— 
Yes, but not to the extent anticipated by Sir Robert Peel. I believe, 
however, that banking is on a dls sounder footing and better understood 
now than it was prior to 1844. © 

Do you think it desirable there should be a considerable issue of paper 
currency on the security of gold ?—I think those who consider and value 
their solvency will be bound to keep a certain amount of gold against their 
paper issue. 

0 you find that when trade is bad and after a bad harvest there is less 
gold circulation than in other times ?—I think that is so. 

Is the circulating medium of the country quite enough for the ordinary 
wants of the country ?7—I think it is. Ithink the public has as many notes 
and as much gold as it wants. 
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In time of panic there ceases to be such a great circulation of cheques as 
there is at other times !/—That is one of the features of every panic. 

Do you attach much value to publis accounts which are not accom- 
panied by detailed statements?—I attach very great importance to the 
publication of balance-sheets of joint-stock banks, and though sometimes 
they do not give all the information which is desirable, still the informa- 
tion they do give is considerable. 

Mr. Hussey Vivian—You suggest that the State should hold the reserves 
ofthe bankers. Should it be bullion which they hold, or notes represent- 
ing bullion ?—It might be either one or the other. 

You consider the advantage of that would be that it would not be acces- 
sible to the ordinary operations of trade 7—Yes ; if the reserves were lodged 
with the State they would not be treated with; they would be treated as 
pure reserves. 

You think the bullion of the Bank of England is not adequate to the 
great commercial transactions of this country /—I think so. 

You are well acquainted with the Scotch system, and also with the 
English system of banking. Will you shortly state the difference 
between the Scotch system and the English system of ing, 
irrespectively of the note issue?—I do not know of any difference in the 
— transactions with the customers, if that is what the hon, member 

ers to. 

I mean the whole system of banking irrespectively altogether of the 
note issue; do they keep larger reserves, or do they discount more or less, 
or is there, in point of fact, any peculiarity in the Scotch system which has 
been so much vaunted, or are not the two systems precisely and identically 
the same ?—I know that the operations which I assist in conducting in 
Lancashire are precisely the operations which I used to see conducted in 
Scotland. We make advances to our customers, and we take from them 
letters of guarantee by friends very much to the same purpose as the 
Scotch cash credits are, and we also advance money; and we have this 
advantage, I think, in banking in England which Scotland has not, that we 
advance money upon the deposit of title deeds, which forms an equitable 
mortgage upon property. 

Generally speaking there is no great and radical difference between 
the Scotch system of banking and the English system of banking, is 
there !—I think none. 

The Committee then adjourned. 


House or Commons, Monday, July 5. 

The committee resumed their investigation this morning, under the 
presidency of the Chancellor of the Exchequer. The other members 
present were—Mr. Anderson, Mr. Backhouse, Mr. Balfour, Mr. Campbell- 
Bannerman, Mr. 8. Cave, Mr. Beckett Denison, Mr. Orr Ewing, Mr. 
Goschen, Hon. E. F. Leveson-Gower, Mr. Hubbard, Mr Kavanagh, Mr. 
Sampson Lloyd, Sir John Lubbock, Sir Graham Montgomery, Mr. Mul- 
holland, Mr. Mundella, Mr. Norwood, Mr. W. Shaw, Mr. Torr, and Mr. 
Hussey Vivian. 

Mr. THOMAS COOKE, chairman of the Manchester and Liverpool Dis- 
trict Bank, examined by the CHANCELLOR of the ExcnEquer :—How long 
have you been chairman of your bank ?—I have been chairman and deputy- 
chairman since 1859. 


Yours is not a bank of issue 7—No, it is not; the bank was established, I 
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think, in 1829, and is a bank of unlimited liability. Our head office is in 
Manchester. 

How many branches have you ?/—Fifty, which are situated chiefly in 
Lancashire. Nine of them are not daily branches; they are only open on 
one or two days in the week. 

On market days, I suppose /—On market days. We do not pay a separate 
licence for each branch. 

What is the amount of your paid-up capital /—£905,000, and the amount 
of our deposits is about £12,500,000. 

What proportion do your reserves bear to your liabilities ?—The last 
time I looked it was about 12 per cent. 

What do you include under the term reserves !—We generally have a 
very large amount of cash in London, which is lent at call or at short 
notice, and we have also a very large sum in our own tills and in the 
branches of the Bank of England at Manchester and Liverpool. The 
average money kept in our tills last year was £738,000 which we consider 
to be necessary for the working of the bank. 

But then have youany portion of your paid-up capital not called up ?—Yes, 
one half of it. The shareholders are liable to the directcrs for £905,000 
more, but the bank being an unlimited one, the shareholders would be liable 
to a liquidator to the extent of their property. 

Do you experienve any difficulty in exchanging at the Manchester and 
Liverpool branches of the Bank of England bank notes issued in London 
or at other branches ?—I don’t suppose we ever ask the Bank of England 
at Manchester to change London notes, or notes of any of the other 
branches, because they are not legally obliged to pay them. But we have 
no difficulty in dealing with such notes. There is no doubt we receive 
them. 

Have you heard complaints on the part of the public, or in any other 
way, as to the inconvenience arising from the branches of the Bank of 
England not cashing Bank of England notes unless they are issued at that 

ticular branch ?— Occasionally inconvenience arises to those who may 
ave come to Manchester with notes of some other locality in their pockets. 
Such people are sometimes introduced to us, and we are asked as a favour 
to cash the notes. Of course it would be a great convenience to every- 
body if the Bank of England had its notes indiscriminately payable at 
each of its establishments, but I scarcely think it would be a fair duty to 
impose on it. 

Do you make any charge for cashing Bank of England notes 7—Yes; 
if our customers pay in Bank of England notes, we make them, when 
they draw the money, the usual bankers’ charge, by which we are paid for. 
our services. It is the custom in the provinces, or at all events in Man- 
chester, to allow interest upon all money paid intothe bank, whether paid 
in deposit or paid into a current account. We allow interest from the 
next day, and inasmuch as no London bankers, or any Scotch bankers, do 
that to the full extent that we do, we need to charge commission as pay- 
ment for our banking services. 

If £10v were paid into your bank in Bank of England notes, issued, 
say, by the Plymouth branch, should you immediately allow interest upon 
that sum without making any deduction ?—Yes. 

You would not treat bank notes issued from the Plymouth branch in 
any different way from that in which you would treat bank notes issued 
from the Manchester branch of the Bank of England ?—No. 

What dividends have your bank paid to the shareholders within the last 
three years /—We have paid 20 per cent. to our shareholders for nine years. 
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Our circulation is entirely composed of Bank of England notes and 
old. 

Do you find that that circumstance materially circumscribes your ability 
to afford all reasonable banking accommodation to your customers P—I do 
not think it does. Of course we cannot do what the Scotch banks can 
do. Their privilege of issue, which is very valuable in itself, indirectly 
facilitates the establishment of their branches. One great cost of every 
branch is the amount of idle money we must have there upon which we 
are paying interest. The Scotch banks making their own notes, do not 
lose the interest we do. 

Comparing yourselves for the moment, not with the Scotch banks, but 
with the English issuing banks, do you consider that the latter have an 
advantage over you ?—Decidedly ; but not to such an extent as the Scotch 
banks would have, because the issues in England are more restricted. I 
take it that the issues of the Scotch banks are practically unlimited. They 
have a monopoly. No bank can be established in opposition to them, be- 
cause no cee can live in Scotland without the power of issuing, and in all 
important places great numbers of them are congregated, and they have 
very great facility at the end of the week, before making their return to 
Government, of putting out of sight a very large portion of notes which 
have been in circulation during the week. I do not know to what extent 
this may be done, but I think it is most important that everybody in- 
terested in this subject should know what is the amount of their weekly 
exchanges. It is very important to the whole commercial community to 
have that information, for if the sum is as large as I expect, it bears a very 
large proportion to the whole circulation of the country, which every 
commercial man ought to be acquainted with. 

I want to ascertain whether you consider there is any difference in kind 
between the advantages which the Scotch banks have over you, and those 
which an English provincial bank of issue have over you !—I do not see 
any difference in kind; the difference is only in degree. . 

Do you see any reason to complain of the advantages which the pro- 
vincial banks of issue in England have over you ?—It has always appeared 
to me a somewhat unfair privilege for them to enjoy, but I don’t think the 
non-issuing banks suffer from it to such a degree that they would have been 
moved into any activity against it, but for the incursion of the Scotch 
banks, which is a very different thing. It is also to be stated as regards 
the English provincial issues, that they are gradually decreasing, and partly 
owing to that fact, and partly to the increased number of non-issuing banks, 
they are bearing a very much smaller proportion to the whole circulation 
in England. 

Was your own bank at any time a bank of issue ?—It was a bank of issue 
when it was established in 1829, and continued so till 1844. I thinkit was 
one of the banks scheduled in the Act of 1844 as having consented to take 
a composition of annuity to be paid by the Bank of England, on the —_ 
of the Government, to all these banks that were willing to forego their 
own issue and issue Bank of England notes. I may say that the annuity 
was not the only inducement to our bank to give up its issue. From what 
occurred between 1833 and 1844—chiefly, I think, in 1839, when a great 
number of Manchester banks of recent formation failed—those who at that 
time (in 1844) had the management of banking had come to the conclusion 
that those issues were a source of weakness in all times of commercial 
disaster. 

Do you still retain the impression that issues are a source of danger in 
provincial banks ?—Yes, strongly. 
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Did you think, when the Act of 1844 was passed that Parliament con- 
templated, within some period not very remote, to extinguish the right of 
issue of provincial banks ?—I have read with a great deal of care Parlia- 
mentary proceedings in connection with the passing of the Acts of 1844 and 
1845, and I do not find it stated anywhere distinctly by Sir Robert Peel 
that it was his intention to put anend to all private issues except a 
national bank issue. But I think there can be no doubt at all from what 
he says that he considered one bank of issue to be the right principle, and 
he enacted that Parliament should have the power in ten years to reconsider 
the matter. I take it that he hoped by that time that the paren 
derived from his legislation would reconcile the country to carrying the 
principle of his Act further. 

Have you any other point to urge in objection to the establishment of 
branches of the Scotch banks in England besides what you have mentioned ? 
—I think that if they are allowed to establish themselves in the provinces 
they will be most unfair competitors, and I think I can satisfy the 
committee that that must be so. The Scotch bankers admit that this 
privilege of issue which they enjoy has enabled them to establish an 
immense number of branches, altogether disproportioned to the branches of 
English banks, and that English bankers, if it were not for the loss of 
interest upon the money which we must keep at every branch, could 
establish a great many more. I do not know what the direct profit of the 
issue is tu the Scotch banks. I can only estimate it from the position of my 
ownbank. The interest allowed on deposits is somewhere about 1 per cent. 
under the Bank of England rate. From 1844 to the end of last year the 
Bank of England rate has averaged as nearly as possible 4 per cent., and 
therefore it may be taken for granted that the interest that we allow for 
deposits on the average of a number of years is 3 percent. I stated ashort 
time ago that we cannot work our bank with less than £700,000 lying idle 
in our tills. For that £700,000 we pay 3.per cent. Scotch bankers would 
pay nothing for such a sum. But there is a further profit. My 
bank makes upon the whole of the resources with which it works about 14 
per cent. If I had the Scotch power of issue, in addition to saving the 3 
per cent., I should get a profit of 1} per cent., which would make the issue 
worth to me 44 per cent., less the cost of notes, stamps, and licence, which 
I observe one of the Scotch witnesses stated cost the Scotch banks about 
£40,000 ; and their issue is somewhere about £6,000,000, so that it would 
be less than two-thirds per cent. 

I understand your argument as it affects the establishment of branches of 
the Scotch banks in Scotland where they can use their notes, but how 
does that apply to their establishing branches in England where they 
cannot use them ?—Through this privilege of issue they have established so 
many branches that they have collected deposits to an amount that they 
can’t employ in Scotland. 

And it is in order to employ that money in England that they are 
seeking to establish branches in entice and the provinces ?—Yes. 

Is that a disadvantage to England ?’—Yes, when they come into 
competition with me; my capital costing me so much more than theirs. 

Itis a disadvantage to the English banks, but not to the English public, 
I suppose?—No; but I do not think the British public have a right 
to.do an injustice to get an advantage. If so, and if a large enough body 
of men were to pick my pocket, they might say the public are benefited ; 
Lut surely no one would be so immoral as to wish to benefit by such a 
proceeding. : 

You mean to say that you have a right to be protected against the com- 
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petition of any body of persons who happen to have accumulated a large 
capital, which they wish to employ in banking purposes ?—I think that 
those who have no privilege at all of this sort by law ought to be 

rotected from the competition of those who have this privilege, we all 
tc the same Government. 

How far do you carry that? Suppose that they accumulated capital in 
any other way except banking, would you say that they had no right to 
come and use that capital in establishing banks in England ?—If they had 
obtained that capital without any special legislation to enable them to ob- 
tain it, by means which are denied to other portions of their coun en 
then I should say nobody had any right to complain ; but if they bring capital 
here which they have been enabled to obtain by some privilege given to 
them by the Government, but which has not been given to me, it is an 
injustice to me. It is equal to a subsidy on the part of the Government 
given to one competitor, while none is given to the other. 

You will admit, I suppose, that you must not mix up the two lines of 
argument—one, that it is objectionable to give these companies who have 
obtained a large capital by certain privileges the right of competing with 
you and making use of that capital; and the other, that the system by 
which their banking is carried on gives them certain advantages in establish- 
ing branches, because they are not required to use gold for the mainten- 
ance of these branches. As far as the maintenance of branches in Eng- 
land goes, they are on nodifferent footing from English banks, are they ?—If 
they were to establish branches in England, they would be subject to all 
expenses that we are subject to, undoubtedly, except that a bank cannot 
work without capital. We cannot work ours without an idle balance of 
£730,000 at all times, while they would have this advantage, that if they 
brought this capital from Scotland it would have cost them nothing ; 
whereas it costs us 3 per cent. I take it that they would not carry on a 
bank in England if they had full employment for their money in Scotland. 

Supposing that you chose to set up a branch bank at St. Helens, say, 
have the Scotch banks any kind of advantage over you except this, that 
they have some capital which they can spare, and which you may not 
find it convenient for you to spare?—Their money does not cost 3 per 
cent. Ina place like St. Helens I should say we should want £4,000 or 
£5,000 to stock the till. 

They must have the same capital of £4,000 or £5,000 which you would 

ire in gold or Bank of England notes, and how are they to get them P 

s cost 3 per cent. to get; theirs cost them nothing, because they 

make their own notes in Scotland, and by means of making these notes 

they have established all those branches which have provided them 
with this superfluity of money. 

With regard to the business which the Scotch banks transact in England, 
are you aware of any difference between the system upon which they con- 
duct their business and the advantages they give to the public, and the 
system upon which the pe vse banks conduct theirs ?—I am not acquainted 
with the Scotch system of banking. 

You don’t know whether they transact their business on cheaper terms 
than the English banks ?—I do not think they do, but I cannot tell with- 
out examining their accounts. 

Do you consider that England is underbanked, or that there is any 
need for further banking accommodation ?—I think it is overbanked at 
the present time, and I attribute the undue increase since 1862 to the 
unfortunate passing of the Companies Act of that year, by which the 
principle of limited liability was made applicable to banking. 
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Supposing Parliament were of opinion it’ was not fair to retain two 
kinds of banks—one privileged to issue and the other forbidden to issue— 
and wished to put two classes on an equality, which do you think the fairest 
way of doing it—taking the right of issue from those who have it, or ex- 
tending the right of issue to those who have not got it ?—If you ask me 
which is the most advisable of the two, 1 should say most distinctly the 
abolition of all private issues. That is the best way to put us onan equality. 

Mr. BackxHovusre—Including the Scotch and Irish issues ?—Yes; all 
issues as distinct from the issue of a government or national bank, but 
anything of that kind would have to be done with the utmost judgment 
and care. 

The Cuatrrman—What is your general view with regard to the issue of 
£1 notes ?—I should regard the issue of £1 notes with almost horror, 
No doubt the right of issuing £1 notes is an advantage to the Scotch and 
Irish bankers, because if they did not issue these notes they would have 
to issue sovereigns. I consider it would be an advantage to the English 
bankers to have the same privilege, but like it to be understood that I 
am speaking of the advantage to the community. I do not think, how- 
ever, the privilege of issuing £1 notes would be an advantage to the 
English bankers if they were bound to keep gold to the same amount as a 
special asset to meet those notes, without which I consider it would be a 
most dangerous innovation. 

Do you think it would be of advantge to the public that the provincial 
issues throughout England should be absorbed in a national system ?— 
Decidedly. 

Sir J. Lussocx—I believe your bank does not accept foreign drafts to 
any great extent >—No; toa very slight extent. We cannot altogether 
avoid them. 

You think it is undesirable that a bank should be largely under accep- 
tance of foreign credit ?—I should like to see such a law as there is in 
Germany—viz., that bankers should not be allowed to accept bills. 

One hon. member has argued that it is desirable that Scotch banks 
should be allowed to come to London. Would not that enable them to 
accept bills from India and other foreign countries to a large extent ?— 
Yes; and I think that is a very dangerous business, judging by what I 
see at the present moment. 

I believe Messrs. Woods & Co. have six branches in places where there 
is no Scotch bank and one branch where there is a Scotch bank; is not 
that so /—Yes. 

And the weekly receipt of Scotch notes in the six branches where there 
is no Scotch bank, is how much ?—£3,200 a-week is the sum they receive 
in Scotch notes, which notes they seud to Scotland for payment. 

Is that at the branch where there is a Scotch bank, or at the other 
branches ?—I don’t know. I can give you the names of the six branches, 
They are Newcastle, North Shields, South Shields, Sunderland, Berwick- 
ou-T weed, and Seyham Harbour. Then there is a seventh at Blyth. 

How much do they take on an average at each of these ?—At these 
branches they receive £3,200 a-week in Scotch notes. 

. CAMPBELL-BANNERMAN—That includes Berwick ?—Yes. Exclusive 
of Berwick, the amount received in Scotch notes is £50 or £60 a-week. 
That is the weekly average of Scotch notes for the last three years. 

How much at Berwick-on-Tweed !—If you deduct £60 from £3,200, I 
presume that would give the amount. 

Yes, of course ?—This statement was given to me the other day, and I 
have not had an opportunity of asking any questions about it. 
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It only shows that there are many Scotch notes in Berwick, which is 
more a Scotch than an English town. 

Sir J. Lussock—I think it is desirable that this should appear in 
evidence. 

The Cuairrman—There can be no harm in that. 

Sir J. Lussock—Mr. Gairdner has put in a paper in which he esti- 
mates the relative charges of Scotch and English banks by taking the 
relative amount of profits in proportion to their deposits. Do you con- 
sider that to be a proper mode of arriving at the amount of the charges ? 
—TI think it is a most fallacious test of the charges. I think the statistics 
of the Scotch banks themselves show that isso. It is impossible to be- 
lieve that the charges of those banks can be proportionate to the profits, 
which was the way in which Mr. Gairdner wished the charges to be 
tested. LIobserve the profit of the Clydesdale Bank, which is our chief 
enemy, is 1°67, while the profit of the Union Bank of Scotland, which is 
Mr. Gairdner’s, is 1:37. The difference between them is 3-10ths per cent. 
Mr. Gairdner would have you to believe that the Union Bank charges its 
customers 4 per cent., and that the Clydesdale Bank charges its customers 
5 per cent. It is a fallacious test ; that is all I wish to say about it. I wish 
to add a remark about the Manchester and Liverpool District Bank. Its 
profit on all its resources is 1:49, which is not very different from the 
Scotch banks; but then it is reckoned upon resources apart from the Bank 
of England notes which it issues. The average profits of the Scotch 
banks are no test at all of the charges they make to their customers. 

There is no doubt that wide dissemination of banking facilities is a great 
advantage, but I gather that you are of opinion that beyond a certain point 
the multiplication of branches of banks is really of no advantage to the 
public P—I think the extension of branches is an advantage to the public 
if they are properly established, and conducted on a proper principle ; but 
I should be very sorry to see more banks in England, in consequence of 
our having the same facilities for establishing them as the banks in Scot- 
land have—namely, the power of issuing; for I think that would work 
very badly if it were extended throughout the whole country. 

No doubt the wide distribution of banks is of great advantage to the 
country, but I presume you will agree that beyond a certain point it merely 
leads to expense, and does not really confer a benefit on the country ?—Oh, 
decidedly. If the Scotch banks were deprived of their issue, I think they 
would be able to meet the loss by economy in branches. 

You have been asked whether the introduction of Scotch capital into 
England would not benefit the public. I presume that would depend on 
whether the introduction of capital was sufficient to lower the rate of 
interest in this country ?—Certainly. 

The amount of money employed by the different English banks has been 
estimated at £600,000,000 or £700,000,000, has it not ?—I have not looked 
into that question myself. 

At anv rate, it is a very large amount indeed ?—Yes. 

And if £2,000,000 or £3,000,000 or 5,000,000 came from Scotland it 
could not materially affect the rate of interest in this country ?—It would 
not benefit the whole community much ; but they might be very unfair 
competitors with the English banks. 

Do you not consider that the rate of interest in this couniry is practically 
in relation to that on the Continent—that is to say, there are classes of 
bills which can be discounted in Paris, or Frankfort, or London, and 
which are discounted in whatever capital is most favourable to do so 7—Yes; 
that is constantly done, 
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Therefore the average rate of interest in this country depends upon the 
commercial transactions throughout the world ?—No doubt. 

Therefore an alteration by the mere establishment of a few banks more 
or less in England could not possibly affect the rate of interest in a great 
commercial country like this ?—No. 

And although you find fluctuations from one year to another, still, if you 
take a series of years, the average rate of interest is nearly 4 per cent. ?— 
Yes ; the Bank of England rate. 

And the other rates are regulated with reference to the Bank of England? 
—Yes. 

You consider that as the English banks are practically prevented by 
legislative enactments from going to Scotland, therefore the Scotch banks 
ought to be prevented from coming to England ?—Yes. 

And on these grounds you are in favour of the general volicy of Mr. 
Goschen’s bill 7—Yes. 

Mr. AnpErson—Is there any process by which all the banks could 
extend their issues simultaneously, so as to preserve an even balance of 
exchanges ?—The same reason that would induce one bank to extend its 
issues would simultaneously induce the others to do so. Provided all the 
banks were managed with equal prudence, they would all at the same 
time have the same motive to extend their issues. 

Can a bank force its issues if the public really does not want them ?— 
N . 


0. 

You say the Clydesdale Bank makes more profit than the Union. May 
not that be in consequence of the large profits the English branches 
afford ?—I do not think the English profits have any effect on its aggre- 
gate profits as yet. 

But you think the effect will come ?—I think it likely enough. 

Would you not be content with the English banks being “levelled up” 
to the Scotch banks in point of privileges /—No. 

Are there no restrictions which you would wish to have removed from 
the English banks?—No; I understand your question to be whether I 
should like to be “levelled up”? to the Scotch banks ? 

By removing your restrictions /—No ; by giving me privileges. I have 
no restrictions that I know of. 

Are you not restricted from issuing notes ?—Yes; like all the other 
non-issuing banks. I should prefer to have the Scotch deprived of their 
privileges, because I think it would be better for the whole community. 

Do you wish to drive out of England the Scotch banks which have 
already come here?—I do. They have stolen a march upon their fellows. 

But it was openly and publicly done ?—Yes. 

Then you would rob them of their business ?—No, I would not rob them 
on any account. I should be disposed to give them compensation. 

But you know Mr. Goschen’s bill gives no compensation for robbing 
these banks ?—I say that the banks have a saleable commodity. 

If Mr. Goschen’s bill were passed could they still sell that commodity ? 
—I do not know, but I take it they could still sell if they negotiated. I 
have no doubt at all they could sell the goodwill of their business if they 
have been successful in collecting deposits here, for it is the goodwill of 
the deposits that makes the value of a bank. 

You do not wish to have any change made in the present banking sys- 
tem further than driving vut your Scotch competitors ?—I do not wish to 
see any hasty change made in so delicate a subject; but I should like to 
see the prinziple on which the Bank Acts of 1844 and 1845 were based 
carried further ; though whether this is a desirable time to do it I do 
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not know. Ishould myself like to see one bank of issue for the whole 
kingdom. 

A State bank of issue ?—If it were practicable and convenient I should 
like to see the State issue notes in exchange for gold; but I think there 
are practical difficulties in the way of the Government being issuers of 
notes. 

Mr. MuitHortanp—Don’t you think the Banking Department of the 
Bank of England might be conducted as it is at present even if there were 
a State issue of bank notes ?—Not so readily, I think. Perhaps it might 
be. All banks make great use of the Bank of England, which is in fact 
the bank of the bankers. All the London cleariag-house banks pay the 
balance of their account by cheque on the Bank of England. I doubt 
very much whether we could agree to use any other bank in the same way. 

Do I understand you to say that what you most dread from the Scotch 
banks is the competition of deposits? In consequence of their having the 
power of issue in Scotland, the Scotch banks are able to put down more 
branches than we can possibly do, for they save the interest of the money 
which we must all of us have in our bank to do any banking business. 
The money having been so cheaply collected in Scotland, and there being 
a superabundance of it, the Scotch banks purpose to bring it to England, 
and to establish banks in competition with the English banks. If they 
were on equal terms with us, we should have no objection to the compe- 
tition. 

Mr. Orr Ewine—You say the present commercial disasters in London 
arose from the too great facilities for obtaining money ?—I said the facili- 
ties for getting bills discounted ; and that of course is one of the ways of 
getting money. The disasters were caused by the improper use of money 
by the brokers. Discounting bills is considered a most legitimate use of a 
broker’s money. If the harvest is bad this year, I think we may antici- 
pate “1866 ” again, because credit is so over extended at the present time. 
All banks must have very large amounts of bills, and if it has discounted 
with a large number of bill brokers and others a large amount of bad 
paper, it may not be very seriously to blame. The bank may not be to 
blame, though the brokers may. It may have obtained bills on the faith 
of the different brokers for whom the paper was re-discounted. Bills are 
discounted for brokers who have themselves discounted them in the first 
instance. 

Mr. CaMPBELL-BANNERMAN—You said the capital you would have to 
employ to establish a new branch would cost you 3 per cent. ?—Yes. 

And the capital which the Scotch banks have paid in Scotland has cost 
them much less ?—Yes, 

But yours would cost you less if you were an issuing bank, would it 
not 1—Yes, if we had the same power of issue as the Scotch banks we 
should be able to collect deposits on as favourable terms as they do. 

Yet your bank renounced the right of issue ?—Yes, in 1844; because 
they considered that the issuing of promissory notes was a dangerous thing 
to a bank which had large deposits. They arrived at that conclusion from 
what occurred in 1825 and 1839. 

You appear to consider that one of the most important privileges of the 
Scotch banks is that of exchanging notes on Saturdays ?—Yes. 

You are aware that the mode of calculating the amount of circulation is 
imposed on the banks by the Act of 1845 ?7—I have stated that I believe a 
very large amount of notes would be in circulation if it were not for the 
weekly exchange, and we do not know the extent of the privileges which 
the law has awarded to Scotch bankers until we know what amount of 
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notes they exchange every week. Sir Robert Peel said he had the autho- 
rity of a Scotch member for stating that if the Scotch banks had to make 
a daily exchange, as the English banks do, it would make a difference of 
30 per cent. My impression is that it would make a greater difference 
now, and I think it is most important that every commercial man should 
know the total circulation of the country. 

Are you aware that in Edinburgh and Glasgow the exchange takes place 
7 day ?—I understand that in Glasgow it took place three times a 
week. 

The fact is, it takes place every day in these towns, and twice or three 
times a week in other large towns, such as Dundee ?—The banks have, and 
so have the public, the benefit of a circulation the extent of which we do 
not know. 

Are you aware that the Scotch bankers have stated that but for the 
additional trouble, they had-no objection to effect the exchange every day P 
They do not, therefore, appear to attach: the extraordinary value to the 
privilege which you do Pp—They do not say they should be willing to make 
their average return upon the daily amount of circulation instead of found- 
ing it upon the circulation at the end of eack week after the exchange has 
been made. 

Sir J. Lussock—Do I understand the hon. member to say that in Glas- 
gow and Edinburgh they make their exchanges every day, because a paper 
that has been put in says it is done three times a week. 

Mr. CampsBELL-BANNERMAN—Then I am wrong. 

Mr. ANDERSON—It is more than once a week. 

Examination by Mr. CamPpBELL-BANNERMAN continued— , 

You are aware that a bank does not re-issue the notes of another bank P 
—Yes. 

That those notes lie idle ?—Yes. 

If a bank had, for instance, £50,000 lying idle among its neighbours, 
what advantage would that be to the banker ?—You must have notes to 
supply your customers with. 

But those detained during the week by its neighbours are no use to 
the bank ?—No. 

I understand you to say that this was the principal privilege which 
gave the Scotch banks an unfair position as regards their English 
neighbours ?—The privileges of issue, connected with their system of 
exchanges, enables them to have notes in circulation for the greater part 
of the time for which they do not hold gold for all those notes they 
exchanged. If they held gold for all those notes they exchanged, at the 
end of the week the profit on them would be gone. 

Mr. Batrour—Then it was pointed out that there was a considerable 
waste in the great extension of branches. The waste is paid for out of 
the circulation, so that there can be no gain to the community by abolish- 
ing the circulation ?—I cannot answer the question. 

I think the hon. member for Maidstone asked you whether there was 
not considerable waste in a large number of branches established in 
Scotch towns ?—Yes, to the bankers I should say. 

You said you thought it fair that Parliament should make any altera- 
tion it pleases in the present banking system /—Yes. 

Do you think any alteration could be made in the law about circulation ? 
—Do you think it would be fair to abolish the present right of issue with- 
out compensation ?—I think it would. 

Then I suppose you think that Scotland actually is benefited by the great 
number of branches, and that those branches are kept up by the note 
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circulation, and that therefore it is not desirable the note circulation should 
be abolished ?—I think that the privileges allowed to the Scotch bankers, 
even though they may be of some advantage to the Scotch community are 
not desirable. 

Mr. SHaw—Do not you think too much is made of this invasion of the 
Scotch banks ? Do you think any real competition would arise from it in 
the way of business in Manchester ?—Yes, I do. 

. A large bank in Scotland must necessarily continue to do a large busi- 
ness {/—Yes. 

- it cannot compete with English bankers, except for Scotch business? 
—Yes, it can. 

Are you aware that the Irish banks exchange notes every day /—Yes. 

Are you aware of the fact that with the Scotch bankers the present 
system is not a question of profit, but of convenience /—I do not know. 
Sir Robert Peel said he had been told that the system of making the return 
which he allowed would make a difference of 30 per cent. 

By Mr. Backnovusr—You said you considered issue a source of danger. 
Ts there no difference in regard to rural districts p—The run of 1825 seemed 
to be general. 

But if a bank was prudently managed, do you think there could be any 
danger whatever from the issue of their notes ?—The power of issue might 
be very properly exercised if conducted with prudence. 

As to the public advantages of note circulation in Scotland, is it not the 
case that a certain system of banking may be an advantage to individuals, 
and yet not for the general public good ?—Yes. 

As tothe large amount of money now held by bankers as reserve, is 
it not most desirable that it should be kept available at all times ?—That 
is, I think, a most important thing. 

For whatever amount the Scotch banks are in excess of their authorized 
> after the exchanges are made, they must want gold, must they not? 
—Yes. 

If that excess were one million they might hold four millions in gold 
for forty-eight hours to meet the excess of the average for four weeks 1—Yes. 

Therefore the only need they have to hold gold against their excess of 
issue, is to hold a sufficient amount on one Saturday in the four weeks }— 
Yes, and those constant demands for gold for Scotland which sometimes 
unexpectedly occur are demands in connection with their circulation. 

Therefore a gold circulation helps to maintain the amount of general 
reserve held in the country, does it not ?—I think so. 

With regard to your London business, is it not the case that the Lanca- 
shire trade has as large business transactions with London as the Scotch 
trade —I should think so. 

In spite of your large business, do you find it more advantageous to 
employ a London agent ?—Yes. 

Do not you think there isa great advantage in the English system, where 
bankers restrict themselves to certain localities, and there they have a 
great advantage in assisting the business in the districts ?—It is of great 
importance that bankers should be thoroughly acqnainted with the nature 
of the business of théir customers, otherwise they cannot conduct banking, 
as it is in the present day, with any amount of safety. 

I understand you to say that you are in favour of the Act of 1844 con- 
tinuing P—I do not think it is worth while to make any change in that 
respect. 

Mr. 8. Lioyp: Do you compete with any bank of issue ?—No, there is 
no bank of issue in our district that I am aware of. 
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You were asked whether the public would not benefit by the competition 
of bankers with special privileges like the Scotch. Suppose the State lent 
them a capital, say of £10,000 or £100,000 at a low percentage, would 
you consider that fair 7—No. 

Would not that be something analogous to the case of the bankers of 
Scotland coming in competition with you ?—Yes. 

You get your capital by your deposits, on which you have to pay.3 
per cent., while the other gets it on his own promise to pay bearer, on 
which he only pays something like two-thirds per cent. ?—Yes. 

I believe in the Isle of Man and the Channel Islands tobacco, wine, 
and other articles were permitted to be imported free of duty? —Yes. 

Suppose the State permitted the dealers from the Isle of Man or the 
Channel Islands to sell tobacco, &c.,in Manchester, would not the public 
benefit by that in regard to those particular articles ?—Yes; precisely as 
the British public are benefited at the present time at the expense of the 
sugar refiners. Lump sugar is made in France and Belgium, because there 
the Governments allow a larger drawback than is equivalent to the duty 
upon sugar. The sugar refiners of England are much injured, but the 
British public gain by it. 

Such a benefit, being based upon an injustice to a portion of the public 
is not right 7—No. 

Speaking of English bankers generally, is it quite fair tosay that they 
deal with speculative business more than the Scotch ?—Certainly not. 

As tolimited liability, are not all bankers limited in some way or other? 
—Whai we call unlimited banks have a limit as regards their capital, but 
the difference between limited and unlimited banks is this—that the share- 
holders in limited banks, after they have lost their hold of their money, 
can walk off and leave the rest to be wiped off by somebody else. The 
unlimited shareholders must stand to the whole extent of their pro- 


erty. 
, Bui when that is reached they, too, can walk off 7—Yes, but in the un- 
limited the rich man pays for the poor ones. 

Suppose we take the case of a man who by industry has accumulated a 
large fortune—say half a million sterling. Would he be notmuch more 
likely to take shares in a limited than in an unlimited bank ?—Yes; and 
that isthe reason why so many banks are established—many which I 
think would be better not established. 

Is not the Bank of England a limited Company ?—Yes. 

Itis the largest bank of issue in the kingdom. re you satisfied with 
the law that regulates its issue /—I am very well satisfied with the system 
of issue. 

In point of fact you don’t think legislation can improve the principle on 
which the Bank of England notes are issued P—I do not know that it can, 
but at present Iam not prepared to suggest any alterations. 

Mr. Vivian : Do you think that the extent to which the deposit system 
is now carried is a safeand good system of banking ?—Yes; I see no ob- 

‘jection to it. I think that portion of the capital which a bank holds out 
tothe public as the primary security should be removed as far as possible 
from the rest of the banking business by being invested in the very best 
security. Many banks do not invest any portion whatever of their paid- 
up capital in securities ofthe kind. They prefer to employ the whole of 
the money in carrying on the banking business, which is attended with 
more or less risk. 

Then you do not consider that the attracting of deposits by high rates of 
interest is an unsafe system ?—I do, indeed, and there is nothing the public 
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are better convinced of than this, that deposits are not safely placed where 
people show great anxiety to get them. The morea banker pays for his 
money the more risks he runs in its employment, because the profits are in 
proportion to the risks. 

Do you think it isa great gain to the public that a large number of 
branches should be opened in small towns, and that people should be in- 
duced to deposit their money in them, rather than in building clubs and 
friendly societies ?—The money invested in such institutions is different. 
Those who invest money in building societies are generally people acquainted 
with business, and are anxious to turn their money to advantage. 

Do you think there is any want of banking facilities in regard to deposits 
in this country ?—I have no doubt that if I could establish branches more 
cheaply, I should benefit both the neighbourhood were they were established 
and benefit myself. 

Do you think that it would be desirable ?—It is the practice now; I 
should be only extending the business we are now carrying on. All business 
is mutual in its benefit. ‘ 

Do you think it would be desirable to introduce the Scotch system of 
unlimited paper issues in order to effect that good ?—I did not say that for 
a moment. 

Limited only by the gold which they have in their possession 7—lf they 
only issue notes on gold, my only objection to it is that I do not think it 
would save much. I don’t know what the cost of notes is, but I saw the 
other day a George ILI. sovereign, and whereas, perhaps, a shilling’s worth 
of gold had been worn off it, a banknote of the time of George IIT. would 
have worn out several times, and therefore, have cost more than the 
sovereign. 

What gold do you keep ?—Our bank has to keep more gold than most 
banks. I think we pay away weekly about £250,000 in sovereigns, half- 
sovereigns and silver. Half-sovereigns, I may here say, have become almost 
a necessary of life, but the Bank of England is not bound to pay half- 
sovereigns ; we get them byfavour. Half-sovereigns cost as much to coin 
as sovereigns ; consequently the Mint would rather not coin them. 

The Scotch system does not render it necessary that the bank should 
hold the gold for more than one day ?—I believe that is so, and that must 
be a considerable benefit to the Scotch banks. It would be a great benefit 
to me to be able to do that, instead of being obliged to hold one week’s 
stock of gold £250,000. If I could issue £250,000 notes upon that, I 
should get interest upon those notes, and so save the loss of the interest 
on that stock of gold. 

Would you think that would be a good system for the country /—The 
issue upon gold would be right enough, though it would involve some 
inspection on the part of the Government as to the gold which is held— 
that is to say, whether the gold was really there. There must be some 
Government inspection. 

You mean that there might be gold on Friday, and it might be all gone 
on Saturday P—That is so. 

Do you think there is anything special in the Scotch system of banking 
beyond the power of issuing notes p—No ; I think our system of banking 
is something like the Scotch system. 

When we are told that the Scotch system is so much superior, can you 
define any other difference between the two except the issue of notes ]—I 
do not think that there is any. 

What are your investments in?—Our reserve and paid-up capital are 
invested in consols. 
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The CHaANcettor of the Excaequer—You have no banks of issue in 
Manchester ?—No; we have had none since 1844. Most of the joint-stock 
banks issued up to that time, but then gave it up. 

Do you imagine that the absence of banks of issue is any inconvenience 
to the public ?—None atall, 

Do you suppose that in a country neighbourhood there is any great 
advantage in a local issue, which could not be obtained otherwise /—We 
have a great many country banks in what may be called agricultural 
districts, and I never felt the want of the power of issue there. In fact we 
get on very well without it. 

Itis said that great facility arises from the right of issue in these districts 
to persons in a small way of business. Does that appear to you to be the 
case 1—It may be an advantage. 

Do you charge for cashing cheques ?—Of course we charge our customers 
for our services, but we do not charge the person who draws the money. 

Do you charge your customer upon every cheque he draws ?]—Yes; 
we charge a commission, but we do not make any charge for what is paid 
into his account ; only upon what is drawn out, 

Is that the common system with bankers ?—It is the system throughout 
where interest is allowed on deposit. 

Mr. BackHouse—Where no interest is allowed on a current account, 
no charge is made ?—No. 

Sir J. Luspock—You charge the interest upon the half-yearly account, 
not upon each separate cheque?—Yes: we charge upon the half-yearly 
account. 

_ The Cuancettor of the Excnequer—Is that system pursued by the 
issuing banks ?—I believe so. 

They would charge in the same way whether they paid with their own 
notes or otherwise /—Yes; I think so, but I understood Mr. Seebohm that 
the power of issue enabled persons who had no account with a bank to 
get cheques cashed without any charge to them. 

Would you say that the existence of banks with a right of issue was an 
advantage to the country in cases where there are a great many small 
transactions /—Yes, 

Would it be a public inconvenience that the right of issue should be 
withdrawn from them ?-—I think a portion of the public would be incon- 
venienced, but the public at large would be gainers by a better system. 

Speaking of the parts of the country with which you are acquainted, 
you would not think the abolition of the right of issue would lead to 
great public inconvenience ?—I think it. 

There are banks with an authorised issue of £6,500,000 against nothing. 
Would you think it necessary to have special security against this ?—I 
think it would be an undoubted advantage if you made their issues more 
certain, that they would be ultimately paid under any. circumstances 
which might happen, though it should be borne in mind that since -1844 
the business of these banks has greatly increased, and their issues are very 
small in proportion to their liabilities. I think that most of thé issning 
banks are conducted with very great prudence and that it would be really 
an unnecessary precaution at the present time, their issues being so 
strictly limited, to require any security from them ; but at the same time 
: am bound to admit that their issues would ultimately be made safer 

y it. 
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Hovss or Commons, Thursday, July 8. 

THE committee resumed their investigation, under the presidency of the 
Chancellor of the Exchequer. The other members present were—Mr. 
Anderson, Mr. Backhouse, Mr. Balfour, Mr. Campbell-Bannerman, Mr. S. 
Cave, Mr. Beckett Denison, Mr. Orr Ewing, Mr. Goschen, Hon. E. F. 
Leveson-Gower, Mr. Hubbard, Mr. Kavanagh, Mr. Sampson Lloyd, Sir 
John Lubbock, Sir Graham Montgomery, Mr. Mulholland, Mr. Mundella, 
Mr. Norwood, Mr. W. Shaw, Mr. Torr, and Mr. Hussey Vivian. 

Mr. JERVOISE SMITH, of Smith, Payne, & Smiths, private bankers, 
London, was called and examined by Sir Jonn Luszocx. 

You have taken a particular interest in the question now before this 
committee ?—Yes; I have been from the first a member of the sub-com- 
mittee that was appointed by the London and provincial bankers, private 
and joint-stock, issue and non-issue, to watch the progress of the bill intro- 
duced by the right hon. gentleman the member for the city of London. 
That committee consists practically of the banking interest of England. 
Some 555 separate banks are, I think, included and represented therein, 
and they all agree in supporting the general policy of Mr. Goschen’s bill. 

Do you consider that the Scotch banks have, in consequence of their 
legislative privileges, a monopoly of the banking in Scotland ? -I do. 

And that it would not be possible for an English bank, or any new bank, 
to establish itself under existing circumstances in Scotland ?—It has been 
proved so. One or two have already failed in establishing themselves. 
It would not even be possible for us to have an agency in Scotland for 
the collection of bills or cheques. It would be necessary to have agencies 
co-extensive with the branches of the Scotch banks. 

And you consider that if we are thus precluded from going into Scot- 
land, there ought to be strong reasons alleged for allowing those who 
have a monopoly of Scotch business to extend themselves beyond the 
area of that monopoly ?—The committee is very strongly of that opinion. 
Any extension of a monopoly we consider to be bad in the long run to 
the public interests. 

Do you think that the establishment of branches of the Scotch banks 
in England would inevitably tend to the circulation of Scotch bank-notes 
in this country ?—Most assuredly. In the north it is gradually, or, rather, 
I should say very rapidly, increasing in some cases, notably where there 
are any Scotch banks, At Berwick, the number of notes passed through 
Messrs. Woods’ bank is 3,130 a-week ; through Lambton & Co.’s. 600; and 
others 300—making a total of about 4,000 a-week. 

Mr. Goscuen—In value?—Yes. The circulation is largest where there 
is a Scotch bank established. 

Sir Jonn Lusspocck—What is the average of the Scotch bank-notes 
taken by Messrs. Woods & Co. at their branches where there are no Scotch 
banks 7—Only 70, as against 3,130. 

In England we are able to collect bills and cheques payable in any 
et of England, free of any commission ?—Yes, through the country 
clearing. 

On the other hand, if we received cheques or bills payable in Scotland, 
we have to pay a commission of 2s. per cent. up to £600, and 1s. per cent. 
beyond that amount ?7—Yes, on bills or cheques. 

Is it the monopoly enjoyed by the Scotch banks which practically enables 
them to make that charge 7—I presume it must be so. 

ve you any information as to the amount of cheques and bills on 
Scotland which in Cumberland the country banks have to collect in the 
year ?—Yes. By a return from Newcastle, it appears that Lambton & Co. 
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collected £710,000 within the last year; Messrs. Woods & Co., £480,000 ; 
and the National Provincial Bank, £297,000 ; and on the other side of the 
country, namely, Carlisle, the City and District Bank collected £208,000, 
and the Cumberland Union Bauk, £420,000. - 

In fact, as there are comparatively few country cheques that amount to 
more than £600, Lambton & Co., in competing with a Scotch branch 
establishment at Newcastle, must be at a disadvantage of £7U0 a year? 
—yYes; and in addition there is the trouble of making separate entries in 
our books and the pass-books of our clients. 

Have you known any case in which an account has been removed from 
your bank in consequence of the establishment of a Scotch bank in London ? 
-—Yes; and the reason urged has been the facility afforded for collecting 
cheques in Scotland. 

It has been alleged as one of the reasons which makes it desirable that 
the Scotch banks should come to London, that it gives them great facility 
for accepting drafts from India and foreign countries. Do you regard that 
as a desirable state of things in the public interest ?—Great exception has 
been taken to it as being a business quite apart from true banking busi- 
ness, and the London bankers avoid the business as much as they can. 

Do you find that the Scotch banks in London have launched out very 
considerably into this accepting business ?—Judging from their own balance- 
sheets, the increase is very marked, especially in the case of those banks 
that have come to London. Out of £5,000,000 which the Scotch banks 
have on acceptances, the Bank of Scotland has £1,600,000, and the National 
Bank, £1,200,000. 

It has been alleged that the establishment of Scotch banksin England 
would be an advantage to the public, because it would tend to lower the 
rate of interest, and therefore benefit the commercial community. Do you 
think that the transfer of one,‘or two, or three millions sterling would 
have any effect upon the general rate of interest /—Certainly not ; it would 
have no appreciable effect, and I base that opinion upon the very large 
amount employed in discounting bills in England. 

Have you any reason to believe that the Scotch banks would have been 
likely to increase their business in England by purchasing some of the 
English country banks —I have very strong reason for believing that to 
be the case. At the time the bill of the right hon. gentleman came on for 
second reading there was a report very generally circulated that negotia- 
tions were already concluded for the purchase by one of the Scotch banks 
that has crossed the border of a country bank with several branches. Of 
course it may be considered to be only a rumour, but it was one in every- 
body’s mouth, and it has never been contradicted in the slightest degree, 

You do not deny that the circulation of £1 notes in Scotland, by econo- 
. Inising gold, does confer considerable advantages in the shape of interest 
upon the peovle of Scotland ?—Certainly. 

On the other hand, there is no doubt that the existence of a gold circu- 
lation in this country is of a very great importance, as tending to regulate 
the exchanges, mitigate the effects of a bad harvest, and generally to give 
stability to commercial operations ?—We hold that to be the case. 

I understand the general tenor of your evidence to be that while the 
English banks were willing to acquiesce in the existing arrangement as 
long as matters remained as they had been, still they consider it unjust 
that they should be practically excluded from Scotland if the Scotch banks 
are allowed to come to England ?—That is our argument. We contend 
that it is impossible for an English bank to go to Scotland, and that they 
come to England clothed practically with a subsidy from the State:. 
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In fact, you contend that the same privileges ought to be given to Eng- 
lish banks in Scotland as are enjoyed by the Scotch banks, or that the 
Scotch banks ought to be deprived of their present exclusive privileges ; 
or if it is thought desirable to continue to them the monopoly they have 
so long enjoyed, in that case they should be required to confine themselves 
within the area of that monopoly ?—I should say the best thing would be 
that they should confine themselves within the area of their monopoly, 
otherwise one or other of the suggestions you make should be adopted, so 
that we should all come into the field on equal terms; but I am not pre- 
pared to suggest that the existing arrangement should be altered at the 
present time. We hold, on public grounds, that the incursion of the Scotch 
banks ought to be stopped. We do not think the public would be bene- 
fited ; indeed, the Scotch banks have put in evidence that they would 
bring neither more money nor charge lower terms. 

Mr. Anperson: Would your opinion go so far as to drive out the Scotch 
banks already in England ?—I should close the establishments so far as 
banking is concerned. 

Would you make them any compensation for the goodwill of the busi- 
ness they have created ?—It is a matter of question. If they had any 
business at present worth talking about; but I think they transgressed 
the spirit and intention of the Act of Parliament in opening branches in 
England. ; 

But not the letter of the Act /—Legal gentlemen, with certain excep- 
tions, say not. 

Would you explain what you mean by saying that a gold circulation in 
the country mitigates the effects of a bad harvest ?—Having gold in circu- 
lation is of the greatest public advantage in meeting sudden demands of 
the country, instead of having the drain thrown upon the Bank of Eng- 
land, or one single bank, at one moment. 

If the gold is circulating through the country, how do you make it avail- 
able for meeting a foreign drain?—It becomes more valuable; it meets 
the case. It has been found to mitigate the pressure upon the central 
establishments in London. We believe it to be of great importance—so 
great that the issue of small notes in England was forbidden. 

That is an old story ?—Quite so; but it was in consequence of the value 
set upon having a gold circulation in the country. 

But you have not yet said what its effect is in meeting a foreign drain ? 
—Your position is that the gold circulating in the pockets of the English 
people helps you in a foreign drain. I want to know how that is, as I do 
not believe it myself?—If there were nothing but notes in circulation, 
instead of a certain proportion of gold, the drain of gold from the banks 
would add an additional pressure to the foreign drain. . 

In Scotland, where there is a circulation of nothing but notes, has it 
that effect ?—I believe it has not been found so, except in one or two instances. 

You are perfectly content with the existing state of things, except 
having Scotch competition ; and that you would drive out ?—I do not want 
to have Scotch competitors with Scotch privileges. 

Mr. CampBELL-BaxneRman: You spoke of Scotch notes circulating in 
Berwick; but Berwick is not exactly a part of England. Do not you 
know it is the market-town of Berwickshire, which is a Scotch county }— 
Legally, { believe, it is an English town, though geographically it may 
not be. That is a geographical question upon which I am not prepared 
to express an opinion; but what I have stated is that where there is a 


branch of a Scotch bank, there is an enormous increase in the circulation 
of Scotch notes. 
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Is it not the practice of private and joint-stock banks in London to 
accept bills?—Yes; for their correspondents. We only accept for our 
correspondents in the country upon their authority, but not against goods 
in any way. 

Are you aware that in the published accounts of the Union Bank their 
acceptances amount to £4,956,9847—I could not say whether it was so 
or not. 

And the largest acceptances of a Scotch bank reported to the Committee 
amount to £1,600,000? Do you consider that to be too large a sum ?— 
The two cases are not in the least degree identical, The London bank 
would accept on behalf of its country correspondents, while the bank in 
Scotland accepts directly against goods. No London banker would accept 
credits lodged by a correspondent to the extent named by the hon. 
member. 

Mr. GoscuEN—The same class would be drawn on the ordinary mer- 
cantile firms in this country ?—Yes, 

Mr. Orr-Ewrnc—Are you aware, from your own knowledge, of the 
nature of the acceptances of the Scotch banks?—No, except that I see 
them constantly ; they come under my hand, and they appear to be in 
the form of a pure and simple credit. 

_ they not principally drafts by foreign bankers against Scotch banks ? 
—No, 

Have you never seen bills of that kind?—I will not say that I have 
never seen them, but the majority of the Scotch bank acceptances are 
foreign drafts drawn by merchants in Bombay and Calcutta. These are 
the bills I have seen most recently. 

Mr. Goscpo—EN—You have seen the bills of this character —Very 
frequently indeed. I do not feel justified in naming the drawers, but I 
could do so very readily. 

You could probably show the Committee bills of that kind ?—I 
could do so directly. 

Mr. SHaw—Are you aware that the English private banks of issue 
assert that they have a right to come to London without losing their 
issues?—In one single case I have heard it stated, but I do not know 
whether it was stated on good grounds or not. 

You have as much cause of complaint, have you not, against the English 
private banks of issue coming to London if that is the state of the law as 
against the Scotch banks, or the Irish banks coming to London ?—If they 
came to London they must lose their issue, but the question has never 
been tried, and I am not prepared to bave an opinion upon it. 

Tf that is the state of the law, you would consider that it was just as 
injurious to your interest as the Scotch banks coming, would you noi ?— 
It would be as unfair to a modified extent. 

And you would therefore seek to have Mr. Goschen’s bill modified in 
that direction-so as also to exclude English private banks of issue if the 
law would allow them to come /—We hold that no banks with those par- 
ticular privileges should come to London. 

Are you afraid of the introduction into London of the Scotch system of 
banking ?-®I hardly know how the Scotch system differs from ours, their 
charges seom tobe the same. 

Do you think that there is sufficient banking accommodation in London 
at present, considering the population, and considering that the greater 
number of the large banks are centred in one small spot?—Fully 


suflicient. Wherever it is worth while to set up a branch, it appears to 
be done. 








238 Banks of Issue. 


Is it a common thing for a trader in the suburbs of London, or in many 
of the principal streets, to keep a banking account ?—It is most general. 

If the branches here were much more extended as is the case in Scot- 
land, it would naturally increase the facilities of keeping banking accounts, 
would it not ?—I presume that it would. 

Is it not much more difficult in London for a trader to get his business 
done in a bank than it is in Scotland; have you not a system of bill 
brokers and middlemen between the banker and the trader ?—No; we do 
business directly with our own customers, and I presume that every other 
bank does the same, 

You think there is sufficient banking accommodation in London at 
present ?—Fully. 

And you think the state of the law as affecting banks of issue requires 
no amendment ?—I am not prepared to suggest any. 

Mr. Kavanaco—Do you think that the increase of Scotch notes would 
be attended with any risk to the public ?—We contend that the security of 
the note-holders is impaired if the Scotch banks extend their operations 
beyond Scotland, and in that way there would be a risk to the public, and 
it has been proved to be so; for one bank that did extend its operations 
abroad collapsed. —_—- 

Do you refer to the Western Bank ?—I do. 

T want to test how it can be arisk to the public, because I look upon © 
that as about the most serious part of the whole question ?—I presume 
that if the reserves which at this moment are temporarily invested, were 

rmanently invested, as they were in the case of the Western Bank of 
Bootland, the result would be the same as that which attended the Western 
Bank of Scotland which failed, leaving the note-holders in the same posi- 
tion as the depositors, that is to say, obliged to wait for their money. The 
note became, except for an arrangement that was made at the time, prac- 
tically valueless, so far as the Western Bank was concerned. 

I believe the Western Bank paid up everything ultimately, did it not? 
—Yes; and the other banks intervened in respect of the notes; but that 
would become more difficult as the number of banks became more limited. 

Ido not quite understand how that would be?—What eleven banks 
would undertake, would be more difficult for ten, or nine, or eight, as the 
number of banks in Scotland gradually diminishes. 

Do you look upon it as a certain fact that the number of banks in 
Scotland would diminish if they extended their circulation outside Scot- 
land ?—I think they run the risk that was incurred by the Western Bank, 
which T believe to be an undue risk as note issuers. 

Mr. Sampson Lioyp—With reference to the questious just put to you 
as to the risk of Scotch banks in going to England, is not one reason of 
your apprehension to be found in the fact that the business which a bank 
carries on far from the centre of management must necessarily be 
carried on with less knowledge of the locality ?—Certainly. 

That applies specially to Scotch banks, but also to all banks which trade 
very far from their centre of management /—Yes. 

Is not the most important privilege which the Scotch banks possess 
the power of issuing notes against coin, which they are obliged to keep in 
the bank for their own purpose ?—That is the most important privilege 
they possess, and it is denied to English banks. 

As to the foreign drain of gold, is not the operation somewhat as follows : 
A demand for gold arises in preference to other articles of export. That 
makes the rate of exchange unfavourable to England, and persons having 
a claim on the Bank of England exercise that claim, and on the Bank of 
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England rests the responsibility of finding the gold to meet it ?— 
es. 

May the Bank of England attract gold from abroad to meet the claim, 
or else make the claim less, and ultimately to cease by rendering it un- 
profitable to exercise it, by raising the rate of discount ?—Yes. 

The only way in which the Bank of England could diminish the circu- 
lation of sovereigns in the country would be by exercising pressure to 
cause such a cessation of transactions, or lowering of prices ?/—Yes. 

With regard to country banks of issue coming to London, is it not a 
fact that the London banks used at one time to issue notes 7—They did. 

So that they were disposed to avail themselves of the privilege which 
the law then allowed them ?—Yes, up to the year 1844. 

There were bills on demand which Messrs. Coutts d& Co, used to issue 
largely 9—I have one here which I could show to the Committee. 

Were those circular notes payable in England, or were they for conti- 
nental use?—They were for home use. They were not circular notes, 
they were bills on demand. Messrs. Coutts & Co. was the last bank that 
issued them in London. 

And was it not a fact that they were prevented from doing so, not of their 
own choice, but by Act of Parliament ?—Yes. 

Mr. Goscuen : Is it generally held that what is usually called bankers’ 
business is on the whole safer than merchants’ business ?—Yes. 

Are there certain legitimate risks which a merchant would run, but 
which would be considered, generally speaking, not legitimate in a banker ? 
—There are; and a banker generally avoids them as much as possible. 

Ts there in the city of London a recognised difference between a 
merchant’s and a banker’s business /—-We have always held that it is so. 

Is it considered that a bank which holds large deposits for other people 
is under an vbligation to refrain from risks which are considered legitimate 
in commercial transactions ?—The leading establishments in London, I 
think, act under that rule. 

Would it be considered contrary to the principle of a bank to deal 
largely in goods ?—Certainly. 

A business in goods would, of course, be legitimate in a merchant 1— 
Yes, but it would be perfectly foreign to banking proper. 

How far would it be considered legitimate for banks to involve them- 
selves in transactions, the result of which would be dependent on the 
rise and fall of goods —We hold it to be quite beyond the province of a Lon- 
don banker to engage in any business of the kind. 

Would you say the same of provincial banks ?—Yes; I should, especially 
of those which have a note issue. 

So far as you are aware, is the system of accepting bills against goods, if 
it prevails in London to any extent amongst London banks ; that is to say, 
looking to the security of the goods more than to the security of the drawer, 
an innovation in London banking ?—We believe it to be so ; we have never 
known it carried on before. 

The view of the banker is to depend on personal security, or on the 
security of funds and stocks ?—Certainly ; securities in hand. 

But he engages less does he not, in transactions where the great fluctua- 
tions in the market would involve him in risk?—He never engages in 
transactions of this kind which would bring him in competition with 
merchants. 

Would you consider the business of accepiing for account of foreign 
exporting—that is to say, exporting in foreign countries—-bankers’ busi- 
ness or merchants’ business /—Merchants’ business, 
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Supposing that there are exporting houses in Bombay who wished to 
send goods to England, and to draw at six months against those goods, is 
the accepting bills of that kind mercantile business or banking business ? 
—It forms part of the business of colonial and foreign banks, but it would 
be quite beyond the province of English bankers. 

When you say foreign banks, do you mean banks, in the proper sense 
of the term, who have deposits, and accounts and cheques across the 
counter in London ?—No ; I mean banks which merely have their agencies 
here, but which transact business on the Continent, or in India, or in 
other places. 

But, as a general rule, London hanks would not inyolve themselves in 
transactions of that kind, would they ?—Never. 

Does a large proportion of the bills drawn upon London bankers con- 
sist of bills drawn at six months ?—Certainly not. 

Bills drawn upon such banks as the Oriental Bank Corporation and the 
Indian banks would be a different thing ?—Those would be six months’ bills. 

That would be their legitimate business, would it not ?—That would 
be their legitimate business ; they are constituted for that purpose. 

Do bills often bear their history on the face of them ?—Foreign bills 
generally specify what they are drawn against—such and such a shipment, 

Would the expenses of a branch of a Scotch bank in London be heavy ? 
ad from my own experience, I should think they would be very 

eavy. 

Knowing what you do of bank employés, and the salaries given to 
managers, and so forth, would you think it necessary that a liberal and 
adequate salary must be paid to the manager of any bank in London, to 
whom great discretion must be left, and upon whom great responsibility 
would rest ?—Certainly ; and I believe that that is the case. 

Therefore, in the case of the re-establishment of a bank in London 
with a good manager, the expense involved would be so considerable 
that it would be necessary for a bank of that kind to have a consider- 
able business in order to pay its London expenses, would it not ?—I 
should hold that to be the case; they could not avoid great expenses in 
an establishment in London now. 

Is the business of accepting a more remunerative business than the 
ordinary banking business ?—It is. 

Could you give any illustration of that ?—It is a commission business, 
and I do not know whether I could offer this in evidence, but it has been 
pointed out that, in the case of one or two of the banks that have come 
to London, the apparent increase in the profits would correspond very 
nearly with the presumed commission on the acceptances put down in 
their report. . 

As regards-accepting, if they do not compete with you, whatever may 
be your private opinion as to its being legitimate banking business, at all 
events you do not complain that they take your business away 7—No, not 
in that one particular, but they may invite accounts by offering to give 
acceptance or give credit, which their customers certainly would not 
receive as a general rule from London bankers. 

T understood you to say that you could speak positively to the fact that 
an account had been withdrawn from your firm on account of a Scotch 
bank being able to do their business free of commission for them ?7—I can 
speak positively to that fact. 

Was it a Scotch firm P—It wes rot. 





